Revenue Management in For-Profit Higher Education. by Remy, Detlev.
University of Surrey 
DBA Thesis 
2014 
Detlev Remy
Revenue Management 
in For-Profit Higher Education
Supervisory Panel:
Prof. David Airey 
Prof. Peter Jones
Submitted for the Doctor in Business Administration Degree
The copyright in this thesis is owned by the author. Any quotation from the 
thesis or use of any of the information contained in it must acknowledge this 
thesis as the source of the quotation or information.
ProQuest N um ber: 10177458
All rights reserved
INFORMATION TO ALL USERS 
The quality of this reproduction is dependent upon the quality of the copy submitted.
In the unlikely event that the author did not send a com plete manuscript 
and there are missing pages, these will be noted. Also, if material had to be removed,
a note will indicate the deletion.
uest
ProQuest 10177458
Published by ProQuest LLC (2019). Copyright of the Dissertation is held by the Author.
All rights reserved.
This work is protected against unauthorized copying under Title 17, United States Code
Microform Edition © ProQuest LLC.
ProQuest LLC.
789 East Eisenhower Parkway 
P.O. Box 1346 
Ann Arbor, Ml 48106 -  1346
ABSTRACT
Higher education is influenced by social, cultural, economic and academic 
drivers (Knight, 2004). According to Marginson (2003) education is moving in 
the direction of marketization and is also becoming more profit-driven. 
Researching for-profit higher education, Fried and Hill (2009:37) state that 
“higher education is different from most goods in several ways”. Nonetheless, 
for-profit higher education has to maintain its profitability to stay not only in a 
very competitive market but one in which external factors have a huge impact. 
One way to react to the changing landscape could be the application of 
revenue management principles to for-profit higher education. Revenue 
Management is nowadays of growing importance across several industries 
which face capacity constraints and fluctuations in demand.
Hence, the purpose of this thesis is to examine how revenue management 
can be applied in for-profit higher education.
Based on a realism research paradigm, the author has conducted a single 
case study design with embedded units, by interviewing 19 members of 
management in a leading for-profit hospitality school which offers higher 
education programs.
The aim of the research was two-fold; first, to analyse the specifics of for-profit 
higher education, and second, to investigate what implications this has for the 
management of pricing and capacity. This has led to the following findings:
- Although revenue management is applied nowadays in many industries 
it is necessary in order to fully understand the practice, to classify the 
type and application of revenue management practice in terms of pre­
conditions and components and tools of revenue management utilised,
- For-profit higher education looks like a suitable candidate for revenue 
management practice, however only a 'loose' revenue management 
model can be applied, mainly based on the use of scholarships and 
optimised capacity utilisation,
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- There are different viewpoints on the product and nature of education, 
which has implications for the management of pricing and capacity 
such as for example avoidance of overuse of capacity.
The thesis contributes to theory, as research was undertaken regarding an 
application of revenue management in a new industry setting. Moreover, the 
author argues that a contribution has been achieved by developing a new 
typology of revenue management, based on several components identified, 
which assists in classifying revenue management applications in different 
industries.
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Chapter 1 Introduction
1.1. Overview
The education industry is influenced by social, cultural, economic and 
academic drivers (Knight, 2004). According to Marginson (2003), the 
education industry is moving in the direction of marketization and becoming 
more profit-driven. Researching for-profit higher education, Fried and Hill 
(2009:37) state that “higher education is different from most goods in several 
ways”, such as students being the raw material in the production process, its 
intangibility and the post-consumption value of the degree.
Moreover, for-profit higher education has to maintain profitability to stay in the 
market. Increased competition and other external factors have a huge impact 
on these institutions. One way to react to the changing landscape might be 
based on the application of revenue management.
Skugge (2007:241) states that “revenue management spreads to more and 
more companies and industries. What started as a competitive weapon in the 
airline industry in the early 1980s is now a necessity for survival for many 
companies in industries as diverse as travel, retail, and manufacturing”. 
Ivanov and Zhechev (2012:175) argue that revenue management can be 
applied by businesses that “share the following characteristics: perishable 
inventory, restricted capacity, volatile demand, micro segmented markets, 
availability of advanced reservation, and low to high cost ratio”. Considering 
higher education, it can be said that it fulfils this requirement. Hence, the 
author set out to investigate the application of revenue management to for- 
profit higher education.
1.2. Background to the Research
Winston (1999:13) already stated years ago that “higher education is a 
business: it produces and sells educational services to customers for a price 
and it buys inputs with which to make that product. Costs and revenue 
discipline decisions and determine the long-run viability of a college or
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university”. Additionally, higher education faces various challenges nowadays, 
mostly changes in funding and pricing (e.g. Sav, 2011), the challenge of 
economies of scale (e.g. Koshal and Koshal, 2000), an increase in 
competition and the rise of for-profit higher education (e.g. Fried and Hill, 
2009), and the trend towards marketisation and commodity (e.g. Doti, 2004). 
Indeed, Collis (2002:98) argues that “the higher education industry is likely to 
undergo substantial changes over the next several years”. Coleman and 
Vedder (2008:26) state that “for-profits live and die based on their ability to 
maximise revenue while simultaneously containing costs”.
In brief, higher education should focus on optimising revenues and revenue 
management may assist. Revenue management is nowadays an essential 
component within many of service industries. It is a process by which 
consumer behaviour towards perishable products and/or services is predicted 
in order to maximise revenues, which in turn, should maximise profits. This 
can be done through price discrimination based on market research, the right 
capacity utilisation and forecasting methods. Companies use revenue 
management strategies, such as discount allocation and pricing, to satisfy as 
much demand as possible and maximise revenues while delivering the same 
service to customers. Tranter, Stuart-Hill & Parker (2009) state that revenue is 
dependent upon three main elements which address price and availability: 
capacity (the amount of space that can be filled), supply (amount of a good or 
service that a seller is willing and able to sell for any given price at any given 
time) and demand (amount of a good or service that a purchaser is willing and 
able to buy for any given price at any given time).
The author of this thesis researches if there are multiple benefits to be gained 
by applying revenue management to for-profit higher education which faces 
similar challenges to other service industries such as capacity constraints, 
fluctuating demand, etc. Furthermore, educational organisations are 
characterised by their “own procedure of generating income and providing 
outcome” (Rana, 2009:3).
1.3. Research Objectives and Research Question
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The author set out to investigate higher education in order to establish the 
extent to which revenue management can be applied to for-profit education, 
with particular reference to higher education for hospitality, and what 
implications this has for the management of capacity and pricing.
Therefore, the research objectives are the following:
- To establish the key characteristics and conditions for revenue 
management,
- To establish the characteristics of for-profit higher education that relate 
to revenue management,
- To examine the extent to which revenue management can be applied 
to for profit-higher education and the implications for the management 
of capacity and pricing.
In the first stage the author analyses existing revenue management research 
to understand the key characteristics and conditions of revenue management 
by investigating allocations across different industries. Out of this, the author 
aims to develop a classification, respective typology of revenue management 
application, in order to specify to what extent revenue management is applied 
and utilised. Secondly, the author analyses existing research on higher 
education to explore the characteristics of higher education which relate to 
revenue management.
From this the empirical work explores revenue management in the context of 
for-profit higher education.
The research is based on a single case study design with embedded units of 
a for-profit higher education institution. By interviewing different hierarchical 
levels of the organisation, the author gains insight into the way the institution 
manages its product, processes and specifically manages pricing and 
capacity. The findings lead to an understanding of the extent and ways in 
which revenue management can be applied to for-profit higher education.
1.4. Justification for the Research
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For-profit higher education is a growing industry. In their research on US- 
based for-profit higher education, Coleman and Vedder (2008:7) state that “in 
a small number of years, for-profit education has captured a notable percent 
of the higher education market. This expansion in market-share has been that 
driven, to a large extent, by publicly traded companies”. Supporting this, 
Geiger and Heller (2011:1) argue that “since 1990, privatization has been the 
dominant trend in American higher education”. With respect to higher 
education in the UK, Ng and Forbes (2008:3) note that “the UK moves into a 
new age of top-up fees and a ‘marketization’ of higher education”. Indeed, the 
new high level of fees in public universities in the UK could have a big effect.
Moreover, Doti (2004:363) whilst arguing that “private colleges and 
universities are price discriminators”, using “tuition rates and grants as pricing 
tools”, recognises that “the ability of colleges and universities to effectively 
price discriminate is declining". Therefore, for-profit higher education has to 
react to the changes in the socio-economic environment and other external 
factors to stay competitive and ensure growth and sustainability in the future.
To the author’s best knowledge no research has been yet conducted on an 
application of revenue management to for-profit higher education, thus this 
study contributes to theory and practice. The contribution to theory is to 
identify an application of revenue management in a new industry setting and 
the development of a typology, assisting in the classification of revenue 
management applications in different industries. Contribution to practice will 
be achieved by informing the institution about the link of revenue management 
to higher education and the implications for the management of pricing and 
capacity.
1.5. Methodology
This research is based on a realism research paradigm, using a single case 
study design by conducting semi-structured interviews with different 
hierarchical levels of management of a for-profit higher education institution, 
offering hospitality education worldwide.
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1.6. Researcher’s role
Sobh and Perry (2006:1205) raise concern “of how much a researcher’s own 
values can influence the picture of an external reality that is being developed 
in realism research. Thus the researcher’s own background and values should 
be stated explicitly”. Therefore, the author provides an overview of his 
background and values:
The author is a 52-year-old German with a strong background in the 
hospitality industry. Having completed high school in Germany, the author 
studied economics, followed by an apprenticeship in the hotel industry. After 
years in the hospitality industry in Germany and abroad, inter alia in various 
management positions, the author founded a consultancy company with a 
strong focus on sales and marketing for the beverage and hospitality industry. 
The author has now been working in higher education for more than ten years 
after having successfully completed a master's degree in commerce at the 
University College Cork, Ireland.
Working as a lecturer for marketing and revenue management and as a 
program manager at a private university in Switzerland, the author has values 
related to his professional background. However, within the research process 
the author has tried to minimise the impact of these values on the data 
analysis. This has been attempted by carrying out an extensive review of the 
literature on revenue management and for-profit higher education and using 
this work to develop the research context and fieldwork. Subsequently in 
analysing the findings, reference has been made back to the literature in an 
attempt to set the discussion in a wider context.
1.7. Outline of the Thesis
The thesis has seven chapters and is structured as follows:
In chapter two the author reviews the existing literature on revenue 
management, followed by a review of higher education in chapter three. In 
chapter four the author outlines how he researched and devised the 
appropriate research methodology. The research methodology is based on a
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realism paradigm with a single case study design by conducting semi­
structured interviews with management of a for-profit higher educational 
organization. Chapter five presents, analyses and discusses the findings of 
the qualitative data, based on a single case study design with embedded 
units. Chapter six concludes the thesis by relating the findings from the 
literature review and empirical work to the application of revenue management 
in for-profit higher education. Contribution to theory and practice are 
discussed and any limitations of the thesis reported. Chapter seven contains 
the reflective journal.
1.8. Definitions
The main definitions used in this thesis are outlined below. Definitional issues 
are examined in detail in chapter 2.
Revenue Management
Cross (1997:33) defines revenue management as being “the application of 
disciplined tactics that predict consumer behaviour at the micro-market level 
and that optimize product availability and price to maximise revenue growth”.
Higher Education
Dias (1998:2) defines higher education as “all types of education (academic, 
professional, technical, artistic, pedagogical, long distance learning, etc..) 
provided by universities, technological institutes, teacher training colleges, 
etc... , which are normally intended for students having completed a 
secondary education, and whose educational objective is the acquisition of a 
title, a grade, certificate, or diploma of higher education”.
1.9. Summary
This chapter introduces the research topic to the reader by outlining the 
research direction, the background of the chosen industry setting and the 
methodological aspects of the study. The next chapter reviews the existing 
literature on revenue management, followed by an overview of higher 
education and its pricing.
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Chapter 2 Literature Review of Revenue Management
2.1. What is Revenue Management?
The practice of demand-based pricing, also called revenue management has 
evolved over the last few decades and it is now “widely accepted as a method 
for maximising financial returns in service industries where demand is 
variable, and fixed costs are a high proportion of total costs” (Palmer and 
McMahon-Beattie, 2008:189). Revenue management is today an essential 
component within many service industries. It is a process by which consumer 
behaviour towards perishable products and/or services is predicted in order to 
maximise revenues, which in turn, should maximise profits. This can be done 
through price discriminations based on market research, the right capacity 
utilisation and forecasting methods.
Revenue management has been practiced extensively and for the most part in 
airlines (Ratliff and Vinod, 2005), hotels (Bitran and Mondschein, 1995; 
Kimes, 1989), restaurants (Thompson and Bohn, 2008), car rentals (Geraghty 
and Johnson, 1997; Caroll and Grimes, 1995), cruise lines (Ladany and Arbel, 
1991, Gallego and van Ryzin, 1994), broadcasting (Cross, 1998) and many 
other service providers with capacity constraints to maximise potential 
revenue earned. Revenue management has primarily been used by for-profit 
companies. However, it can also be used in the non-profit sector to generate 
funds for capital improvements, debt repayment or decrease operating losses, 
such a non-profit child care facility (Metiers and Vargas, 1999).
Companies use revenue management strategies, such as discount allocation 
and pricing, to satisfy as much demand as possible and maximise revenues 
while delivering the same standards of service to customers. Tranter, Stuart- 
Hill and Parker (2009) state that revenue is dependent upon three main 
elements which address price arid availability: capacity (the amount of space 
that can be filled), supply (the amount of a good or service that a seller is 
willing and able to sell for any given price at any given time) and demand (the
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amount of a good or service that a purchaser is willing and able to buy for any 
given price at any given time).
2.1.1. Definitions and Conceptualisation
Ng, Harrison and Akroyd (2009:1) state that “the study of revenue 
management has spanned almost fifty years of research”. Chiang, Chen and 
Xu (2007:98) argue that “the research on revenue management can be 
tracked back 40 years, when American Airlines implemented a computer 
reservations system in 1966, which had the capability of controlling 
reservations inventory”. Interestingly, it seems that academics do not agree on 
the time when revenue/yield management started. Indeed, Netessine and 
Shumsky (2002:34) argue that “the first research to deal directly with [Yield 
Management] appeared less than 20 years ago”. Since then various 
academics have researched on revenue management, respectively yield 
management, developing a variety of definitions.
2.1.1.1. Yield Management vs. Revenue Management
Within the existing literature the terms revenue management and yield 
management are used interchangeably which may cause some confusion. 
Indeed, Ng, Harrison and Akroyd (2009:4) state that “the term yield 
management has often been used interchangeably for revenue management”. 
In line with this, Burgess and Bryant (2001:144) argue that “many writers use 
the term (revenue management) interchangeably with yield management 
although some consider this relates to accommodation only whereas RM may 
encompass all areas of hotel revenue”. McMahon-Beattie and Palmer 
(2000:250) note that “the term [Yield Management] originated in the airline 
industry to mean yield per available seat mile”. Huefner and Largay-MI 
(2008:247) state that “over time, the 'yield management' terminology gave 
way to 'revenue management'”.
Interestingly, even nowadays, some researchers still use the term yield 
management (e.g. Selmi, 2010). However, Weatherford and Bodily (1992:833) 
argue that “the term yield management has limitations in describing the broad 
class of revenue-management approaches”. Furthermore, the authors 
(1992:833) state that “because of the way yield is used in the airline industry,
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the term may even be misleading”. Reviewing the literature on revenue 
management so far, it can be said that most authors stay with the term 
revenue management. However, whilst the author agrees that the term yield 
management is misleading in line with Weatherford and Bodily (1992), the 
term revenue management may be disconcerting as well, since the objective 
is ultimately profit maximisation although some authors still consider revenue 
maximisation (e.g. Noone et ai, 2011).
Another aspect is that revenue management encompasses so many different 
disciplines (marketing, operations research, finance and others) and tasks 
such as demand forecasting, pricing and capacity utilisation by managing 
consumer behaviour, making it difficult to put all these activities under one 
umbrella term such as revenue management.
2.1.1.2. Revenue Management Definitions
Since there are so many definitions of revenue management available, it is 
worthwhile to review and discuss them in order to capture the essence of 
revenue management. One approach might be to categorise the definitions 
such as the author’s background, for example marketing or operations 
research, the industry in which the authors have researched or the level of 
thinking at different levels (strategic, operational) as Jones (1999) has 
recommended. Additionally, Ng (2007:529) argues that “since definitions are 
often exclusive rather than inclusive, the definition of revenue management 
tended to indicate which domain is in control of knowledge within that topic”.
Table 1 gives an overview of various researchers on revenue management 
and their background.
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Table 1, Overview of Revenue Management Researchers /  Background
Overvie* on Revenue Management Research /  definitions
Author A v tk v 's ix ty c m f fie. Strategic, operatiomfl M t r f / f iegentt ifoumst
Orkin,E. 1988 Industry Operational Hotel Industry Focus on R M  performance measures Cornell H .R . A. Quarterly
Kimes, S £ 1989 OR Strategic & Operational Hotel and related industries
R M  application and 
implementation Cornell H .R . A. Quarterly
Smith, B, Leimkuhler, J.&  
Darrow, R. 1992 OR Operational Airline industry Y M  application Interface
Jones, P . & Hamilton, D. 1992 Operations Management Strategic & Operational Hotel Industry Y M  Strategy and application Cornell H .R . A. Quarterly
Donaghg.K., M cMahon, 
U. McDowell, D. 1995 Operations Management Strategic & Operational Hotel Industry
Review of literature on 
Y M
Intern. Journal of Hospitality 
Management
Jauncey,S., Mitchell, I.& 
Slamet,P. 1995 Strategic & Operational Hotel Industry Y M  application
Intern. Journal of Contemporary 
Hospitality Management
Cross, R.C. 1997 Industry Strategic Ôt Operational All Theory and Practice of R M Cornell H .R . A. Quarterly
Virtz,J.itKim es2007 2007 OR Operational Hotel and related industries
Perceived fairness of 
R M Journal of Service Research
Anderson,C.K.&Xie,X. 2010 Operations Management Strategic Hotel Industry Review of R M  literature Cornell Hospitality Quarterly
Vithiam,G. 2001 Operations Management Strategic & Operational Service organisations Y M  Strategy and application Center for Hospitality Research
TalluriandVanRyzin 2004 Operations Research Strategic All Theory and Practice of R M Textbook
(Source: Author)
One of the most cited definitions of yield management has been developed by 
Smith, Leimkuhler and Darrow with an operations research background in 
1992 whilst researching on yield management at American Airlines. Referring 
to yield management, the authors (1992:8) propose the application of 
information systems and pricing strategies in order to “sell the right capacity to 
the right customers at the right prices”.
Sheryl Kim es is one of the main authors in this field. Kimes with an operations 
research background has based most of her research on revenue 
management in the hospitality industry with a focus on strategic frameworks 
for the application of revenue management and the use of tactical RM tools. 
According to Kimes (1989:15) yield management can be defined as “the 
process of allocating the right type of capacity to the right kind of customer at 
the right price so as to maximize revenue”. Despite the fact that both these 
definitions are widely quoted, the question remains how to define and 
evaluate what is right. Indeed, Kimes (1999:17) argues that “the determination 
of 'right' entails achieving both the most revenue possible ... and also
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delivering the greatest value or utility to the customer”. Indeed, Kimes and 
Chase (1998:156) modify the original definition, stating that “revenue 
management is the application of information systems and pricing strategies 
to sell the right capacity to the right customers at the right prices”. Kimes and 
Wirtz (2003:339) used a similar definition of revenue management in 2003, 
changing the term “selling the right capacity” to “allocating the right capacity”. 
Then in 2007 Wirtz and Kimes (2007:230) defined revenue management as “a 
tool to help forecasting consumer behaviour to maximise profitability”. It can 
be said that throughout the evolution of revenue management, academics 
realised the need for a more specialised definition and clarification in 
terminology. Interestingly, the focus of Kimes et al. (2007) is now more on 
consumer behaviour as one of key aspects of revenue management.
Indeed, Jones and El-Haddad (2008:1) with a background in operations 
management and experience from the hospitality industry, state that the early 
definitions of revenue management “do not adequately differentiate revenue 
management (RM) from reservations management”, arguing that the “key 
feature of RM is understanding the impact that taking a reservation has on the 
overall performance of the business”. In fact, Jones and Hamilton (1992:90) 
declare that “RM comprises a range of systems and procedures to maximize 
sales of a product or service under more-or-less fixed supply conditions, 
where revenue-producing ability diminishes with time. In the hotel business 
context, RM tries to maximise guest room rate when demand exceeds supply, 
and maximise occupancy, even at the expenses of average rate, when supply 
exceeds demand”. Ng (2007:527) also disagrees with the early definitions 
from Kimes, arguing that “while this (definition) might seem to be broad 
enough to encompass everything, it is not scientifically useful as what is right 
in one regard may not be right in another”. Ng, with a marketing background, 
is another leading author in revenue management with research interests inter 
alia in advanced sales of service capacity (2008) and dynamic service 
differentiation (2006).
Another definition has been developed by researchers from a hospitality 
background; Donaghy, McMahon and McDowell (1995:139) define yield
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management as being “a revenue maximisation technique which aims to 
increase net yield through the predicted allocation of available bedroom 
capacity to pre-determined market segments at optimum price”. However, 
Jones (1999:1112) criticizes their focus on “net yield that is the combination of 
average rate and occupancy”. Jauncey, Mitchell and Slamet (1995:25), while 
focussing on the hotel industry and reviewing nine definitions of yield 
management (YM), define yield management as being an “integrated, 
continuous and systematic approach to maximising rooms revenue through 
the manipulation of room rates in response to forecasted patterns of demand”. 
In contrast, Jones (1999:1113) argues that Jauncey et al. “have articulated the 
key features of a yield management system, namely, information system. 
However, it does not explain the decision-making process”. Additionally, 
Jones (1999) identifies in his paper on yield management a number of key 
issues, important to understand yield management, such as the over­
emphasis on pricing instead of capacity/occupancy; differentiation and 
breakdown of demand, a thorough understanding of displacement effects, 
support of information technology and total spent instead of focussing only on 
rooms revenue.
Another main author on revenue management, Cross (1997:33) defines 
revenue management as being “the application of disciplined tactics that 
predict consumer behaviour at the micro-market level and that optimize 
product availability and price to maximise revenue growth”. Anderson and Xie 
(2010:53), researching the hospitality industry, argue that “the definition of 
revenue management has evolved as its application has moved from 
maximising yield ... to maximising revenue”. The authors (2010:53) state that 
“in essence, one can now think of RM as managing customer behaviour at the 
individual level via price and availability of constrained resources to maximise 
profits”. However, Talluri and Ryzin (2004:2), with an operations research 
background, focus more on demand management, defining revenue 
management as concerned “with demand and its related decisions, hence 
managing the demand of an establishment to increase revenue”.
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At this stage one may already realise the differences in the various definitions; 
some authors focus on capacity management and demand management, 
others on predicting and managing consumer behaviour. However, it is 
arguable whether these definitions are far from each other or may share some 
common aspects such as dealing with consumer behaviour by pricing and 
capacity allocation.
Various authors have reviewed the existing literature of revenue management 
in terms of relationships with different business disciplines. Indeed, Ng 
(2007:528) argues that “researchers realised that the revenue management 
problem was not adequately dealt with within just one discipline”. 
Consequently, Ng et al. (2007:186) state that revenue management is multi­
disciplinary in nature, arguing “with pricing/demand and consumer research as 
one stream of focus, and capacity allocation, booking policies and related 
supply-driven issues as the others”. Indeed, revenue management has to 
consider other disciplines such as economics (e.g. Huefner and Largay III, 
2008). In addition, Liang (2009) reviews revenue management research by 
linking it to different literature such as operations management, marketing, 
organizational behaviour and hotel literature. Liang (2009:213) states that the 
operations management field has focussed on capacity allocation and pricing 
and is based mostly in the airline industry, the marketing literature has put 
emphasis on pricing decisions whereas “the organizational behavior literature 
provides the basis for many of our revenue management performance 
drivers”. Interestingly, Liang, with a hospitality background, separates the 
hotel literature from the other revenue management literature but she is 
critical of the methodological rigour of hotel revenue management studies.
Ng and Lee (2008:4) argue that “with few exceptions, current understanding of 
revenue management is largely on a computational and operational level, with 
literature dominated by the field of operations management”. Thus, the 
authors (2008:4) note that “most of the studies often focus on optimisation 
rather than marketing issues”. In line with this, Bobb and Veral (2008:291) 
state that “historically, revenue management started as an operations 
function”. Similarly, Desiraju and Shugan (1999:45) argue that “VMS are built
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on a foundation more from operations than from marketing or economics”. 
Furthermore, the authors (1999:45) state that “thus, it is important to 
understand YMS at a conceptual level rather than computational level”.
It can be argued that revenue management crosses various disciplines, most 
importantly operations research, operations management and marketing. 
Within the marketing discipline, pricing and market segmentation have an 
impact on revenue management practice. In line with this, Ng and Yip 
(2011:1) state “recently, revenue management research has become 
increasingly multidisciplinary in focus, with contributions from marketing, 
operations research and management, technology and economics”. However, 
the authors (2011:2) note that “there are differences in opinion about the 
scope of revenue management”. Indeed, Huefner and Largay-lll (2008:245) 
state “RM emerges from industry-specific applications and from operations 
research literature”.
Despite these different perspectives, the common agreement is that revenue 
management is multi-disciplinary in nature. The marketing function on its own 
will not be capable of managing all revenue management problems. However, 
the author, having a marketing and hospitality background, stays in line with 
Kimes and others with the main focus on predicting and managing consumer 
behaviour in order to maximise revenue as it is the marketing discipline which 
puts focus on consumer behaviour and develops strategic plans to react to 
consumer behaviour. Indeed, Ng and Lee (2008:4) argue that “since revenue 
management fundamentally brings in the pricing behaviour of firms, concepts 
of consumer behaviour should be incorporated”.
2.1.1.3. Conceptualisation
In terms of conceptualisation, Talluri and Van Ryzin (2004) have developed a 
conceptual framework for revenue management by linking the 
multidimensional nature of demand to capacity constraints, to customer 
behaviour and information. Kimes (1989) has developed a model for revenue 
management for the hospitality industry which includes price discrimination 
and duration control/inventory management as the two strategic levers. Then
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in 1999 Kimes developed the so-called 5-step approach to implement a 
revenue management system in a new industry. More recently, Kimes and 
Singh (2009:93) have specified the implementation process as the following: 
A business “must first understand (the business) current conditions and 
performance. Following this, the operator must evaluate the possible drivers 
of that performance”. In the next step the business should make 
recommendations on how to improve revenue per time unit, focussing on high 
and weak demand periods; whereas in the following step the changes should 
be implemented, including comprehensive training. Finally, Kimes and Singh 
(2009:94) suggest to “monitor outcomes, ... develop a system to measure its 
performance”.
Reviewing both models, Kimes's model focuses more on the operational 
aspects of revenue management, with the strategic levers of revenue 
management while Talluri and Van Ryzin's model (2004:13) “gains insight into 
conditions in which revenue management is likely to be beneficial”. Linking the 
multidimensional nature of demand with the business conditions conducive to 
revenue management, Talluri et al. (2004) consider customer heterogeneity, 
demand variability and uncertainty, production inflexibility, pricing and 
information as the key conditions for revenue management. Orkin (1988:53) 
defines conceptually the tools needed in order to deploy revenue 
management, stating that “forecasting, systems and procedures, strategic and 
tactical plans and feedback systems” are needed in order to improve hotel’s 
yield”. Jones (1999:1112) adds that “conceptually, YM clearly operates at 
three levels....”, namely “strategic operations, operations management and 
operational management”. Donaghy et al. (1995:142) criticise Orkin's use of 
yield measure as inappropriate while being “somewhat restrictive and 
unrealistic”. Upchurch, Ellis and Seo (2002:72) develop a conceptual grouping 
by reviewing academic and practitioner literature, identifying “forty unique 
factors that influence the practice of revenue management”.
There are some critics of the various definitions of revenue management 
amongst academics. One argument is that revenue management is just a new 
version of an old practice -  price discrimination (Krugman, 2000). In fact
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McMahon-Beattie and Palmer (2000:252) state that “there is nothing new in 
the principles of yield management. The process of maximizing returns on 
assets can be traced back to the routine bargaining for goods and services by 
traders in many less developed economies". Jones (1999:1111), while 
reviewing the existing literature, states that “there is no commonly agreed 
definition of yield management, a lack of conceptual clarity about the key 
features of YM”. In contrast and almost 10 years later, El-Haddad, Roper and 
Jones (2008:2) argue that “these varying definitions share a fairly similar and 
broader framework about its potential to enhance revenue and profit 
generation”. Another criticism comes from the fact that so far 
conceptualisation of revenue management has been based on experts' 
opinion instead of being empirically tested. With respect to the various 
definitions and terms used, Weatherford and Bodily (1992:833) argue that “the 
proper term must allow for finding the optimal trade-off between average price 
paid and capacity utilisation, and be meaningful in all applicable industries”. 
Hence Weatherford and Bodily propose the usage of a new term, perishable- 
asset revenue management. However, most recent research still uses the 
term revenue management.
Summarizing the various definitions it can be said that they share some 
similarities in terms of allocation of the right (fixed) capacity, predicting 
consumer behaviour and demand patterns by the use of sophisticated 
information systems and pricing accordingly in order to maximise revenues. 
Hence, the author redefines revenue management as predicting and 
managing demand-based consumer behaviour for capacity-constrained 
industries via integrated pricing and inventory allocation strategies and the 
use of information systems in order to maximise profits. This definition 
encompasses almost all aspects of revenue management such as need for 
forecasting consumer behaviour (Wirtz and Kimes, 2007), pricing and 
availability (Cross, 1997), demand pattern (Talluri and Van Ryzin, 2004) and 
also the definition of Jauncey et ai. (1995), focussing on an integrated 
approach to maximise rates in response to forecast demand patterns.
2.1.2. Application of Revenue Management
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There is no doubt that revenue management plays an important role for many 
industries today even if the application of revenue management is termed 
differently in some industries, such as price optimisation. The rapid 
development of technology has paved the way for the massive development 
of revenue management. Kumar and Frederick (2007:263) note that “there are 
numerous examples of revenue management applications in the service 
sector, especially in the airline, hotel and retail industries”.
2.1.2.1. External Business Conditions
Interestingly, almost all industries which apply revenue management face 
quite similar external business conditions. It can be argued that certain 
conditions such as fierce competition may act as a driver for the application of 
revenue management (e.g. Lieberman, 1991). Unfortunately it must be noted 
that a review of the existing literature shows a conflicting and contradicting 
use of different terminology such as the terms business conditions and pre- 
conditions/pre-requisites of revenue management.
Therefore, it might be more adequate to structure revenue management 
applications in light of external business conditions, pre-conditions of revenue 
management, revenue management processes and tools. Table 2 outlines 
these external business conditions across different industries in order to 
highlight differences and similarities.
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Table 2, External Business Conditions in different Industries
Revenue Management in different Industry Settings - External business conditions
E r te r a a /M f i i f f
c o f l r f iM
Airline
Industry
Hotel
Industry Car Rental
Rest
Industry
Golf
Industry
Cruise
Industry
Railway
Industry
Cargo
Industry ii HealthIndustry ApartIndustry
Internet
Service
Provider
M-T-O
Manufact
Sotial factors Hugeimpact
Huge
impact Impact Impact Impact Huge impact Impact B2B B2B Impact
fopact Impact B2B
Legal factors ' Impact Low impact Lowhpact Low impact Lowtnpact High impact Hghiopact High impact Regulated
market
High
impact Hgh impact
Impact Lowhpact
Economic factors Uglyaffected
Highly
affected
Highly
affected
Hgly
affected Impact High impact Impact High impact Impact
High
impact
Hghly
affected
Impact Hgh impact
Political factors Medium Low Low Low Low Low Medium Low Ugh Hghimpact Low Low
Low
1II Use of sophistical 
ed
technology
Slow 
adopter of 
advanced 
technology
Slow 
adopter of 
advanced 
technology
Slow
adopter of 
advanced 
technology
Slow 
adopter of 
advanced 
technology
Impact Impact Impact Highimpact Impact Impact
Rapid
technological
advancemen
ts
Impact
Competition Intensecompetition
Intense
competition
Intense
competiion
Intense
competition
Medium to 
intensive
Highly
compelve
Increasingly
competitive
Intense
competition
Intense
competition
High • 
impact
Mense
competition
Intense
competiion
Intense
competiion
(Source: Author)
Reviewing existing research on revenue management, the author has 
constructed this table by focusing on different industries applying revenue 
management to exploring their external business conditions. From the above 
table, it can be argued that almost all industries share the similarity of facing 
quite intense competition. Economic and social factors also have an impact at 
different levels on the industries although not all industries are confronted with 
legal and political issues. Differences are also given in terms of technological 
factors and adoption. Indeed, Bobb and Veral (2008:298) state that “these ... 
technologies have advanced the use of revenue management in non- 
traditional applications that involve tangible goods, as well as smaller-scale 
applications ... in the traditional industries”.
2.1.2.2. Pre-conditions of Revenue Management
In order to apply revenue management, the firm or organisation has to meet 
certain pre-conditions, such as fixed capacity in the short term, segmented
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market, perishable inventory, if the product is sold in advance, fluctuation in 
demand and if marginal sales costs are low (Kimes, 1989). Talluri etal. (2004) 
consider the following business conditions conducive to revenue 
management: customer heterogeneity, demand variability and uncertainty, 
production inflexibility, pricing and information.
As most researchers agree on the fact that revenue management works best 
for service organisations (e.g. Netessine and Shumsky, 2002; Kimes, 2000), it 
is important to identify the key differences between services and goods or 
products. Kotler (2005:625) defines services as “products that consists of 
activities, benefits, or satisfactions that are offered for sale that are essentially 
intangible and do not result in the ownership of anything”. Furthermore, Kotler 
notes three more characteristics as the following: inseparability, variability and 
perishability. Services cannot be stored and much more importantly, “whilst 
goods can also be sold before production, the manufacturing firms retain a 
choice whether to sell before or after production. This choice is not available 
to services” (Ng, 2007:532). Linking two characteristics of services to revenue 
management; Ng (2007:533) argues that “it is not unreasonable to assert that 
the perishability and inseparability of services results in the advanced pricing 
of services, e.g. revenue management is the management of advance 
revenues”.
Therefore, it can be said in line with existing research (e.g. Kimes, 1989) that 
revenue management suits service industries which have the necessary pre­
conditions or pre-requisites such as fixed capacity, unstable demand, ability to 
segment markets, perishable inventory and an appropriate cost structure. 
However, it might be argued that these conditions are far too broad to be 
defined as the pre-conditions for revenue management. Would one not see 
way more applications of revenue management in far more industries?
2.1.2.2.1. Perishability
One pre-requisite for a business to practise revenue management is that 
products or services are highly perishable. Indeed, Coulter (1999:61) states 
that “since the inventory of seats is perishable, the airlines must have a
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method to quickly and accurately allocate potential demand for each type of 
fare to capacity”. Once the (time of) service expires, the revenue opportunity 
for this moment of time is gone. Huefner and Largay-lll (2008:248) argue that 
“this perishability characteristic applies to all intangible services”, however 
they state that “this condition is non-binding, as we observe RM applications 
in physical-goods industries”. Ng (2007:531) notes that “the revenue 
management problem has often been framed as whether to wait until close to 
perishability to take on customers willing to pay higher prices or to take earlier 
arrivals at a lower price”.
In most cases inventory should be thought of as time, such as in the hotel 
industry or in the golf industry (Kimes, 2000). For example a tee-time on a golf 
course not used is a lost revenue opportunity. However, it is argued that all 
products have a sell-by date; the difference lies in the very nature of services 
that they can neither be produced in advance nor can they be stored for future 
use, thus they lose their value.
2.1.2.2.2. Capacity Constraints
Service industries face the problem that they have a fixed capacity or number 
of units, making it extremely expensive to add an additional unit in the short 
term. A hotel cannot add any rooms if its capacity is fully booked on a certain 
day although other service industries might have more flexibility to increase 
capacity in the short term such as the restaurant and car rental industry. 
Indeed, capacity in service industries equivalent to space “cannot be stored, 
at least not without significant cost or aging” (Weatherford and Bodily, 
1992:831).
Chiang, Chen and Xu (2007:107) note that “the objective of capacity control is 
to determine how to allocate capacity of a resource or a bundle of different 
resources to different classes of demand so that the expected revenue or 
profit is maximised”. Ng, Maull and Godsiff (2008:191) state that “across 
industries, services differ and although they share many similar 
characteristics, no concerted attempt has been made to understand how 
capacity is constituted in different service firms”. Furthermore, the authors 
(2008:191) argue that “capacity is an integral part of pricing and revenue
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management”. However, Weatherford and Bodily (1992:832) argue that 
“although fixed capacity is a common characteristic in traditional yield- 
management situations, its presence is not necessary to practise yield 
management”. Indeed, Weatherford and Bodily (1992:832) argue that “many 
industries (car rental companies, railroads) can increase capacity at a 
reasonable cost”.
2.1.2.2.3. Appropriate Cost Structure
Along with these conditions businesses applying revenue management should 
have high fixed costs and low variable costs, so selling a product or service at 
a “wide range of prices over which selling the product or service is better than 
to let it be wasted” (Weatherford and Bodily,1992:832). In fact, Huefner and 
Largay-lll (2008:251) state that “revenue management works best in those 
settings characterized by the high operating leverage signalled when relatively 
high fixed costs and low variable costs create an opportunity for profit to be 
highly sensitive to changes in sales”. However, the authors note that “the fact 
that most airlines, the original users of RM; currently report losses illustrates 
the above point: marginal additions to revenue cannot save the day when 
overall revenue falls short of total costs”.
In theory the concept of marginal pricing works well for revenue management 
whereas the assumption is that any sold extra inventory whilst sold above the 
marginal costs but below the total costs will contribute to the bottom line. 
Indeed the concept is based on the idea that fixed costs and variable costs 
are already covered. However, this might not hold true in low demand periods 
and especially in the long run since competitors will be forced to lower their 
prices too and customers will get used to these lower prices, impacting 
negatively the bottom line.
2.1.2.2.4. Ability to Segment Markets
Ng (2007:541) states that “segmentable markets ensure that the firm is able to 
discriminate on prices”. Similarly, Weatherford and Bodily (1992:832) note that 
one of the characteristics in applying revenue management is based on the 
ability to segment markets, though they warn that “segmenting can be harder
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than it looks because arbitrary price discrimination is not allowed; the variable 
or characteristic used to segment the market must truly differentiate the 
product”. Indeed, Ng (2006:5) argues that “only when the market can be 
segmented, could it be targeted with different prices. Yet, much of the 
consumer market is unpredictable”. However, it might be argued that it works 
vice versa. The hotel industry sets different prices at different times due to a 
variety of reasons, mostly demand-based, which attract different customers, 
accepting these prices. Furthermore, Ng (2006:5) criticises that “traditional 
revenue management tends to rely on market segmentation practices that 
may not be efficient, resulting in cannibalism between segments”. However, 
Ng acknowledges that businesses apply rate fences in order to prevent 
cannibalism though some of the rate fences may be perceived as unfair 
practice, especially if these rate fences are not logical and transparent.
2.1.2.2.5. Fluctuating and Time-variable Demand
Service industries also face the problem of demand variability and uncertainty. 
Kimes (1989:19) states “hotels face widely fluctuating demand patterns, 
demand varies by season of the year, by day of the month, and by time of the 
week”. It may be argued, that almost all service industries face quite similar 
demand patterns.
Most service industries face predictable demand so far as demand consists 
either of customers who book and buy in advance or those who walk in, as for 
example in the hotel and restaurant industry. However, Netessine and 
Shumsky (2002:35) note that “commitments need to be made when future 
demand is uncertain”, hence inventory must be kept for certain market 
segments which may book late though the business and may not have precise 
knowledge of the amount to expect.
2.1.2.2.6. Advanced Sales/Bookings
Kimes (1989:16) considers another condition of revenue management 
application by selling the products in advance, thus allowing for price 
discrimination. Put simply, customers may want to buy a product well in 
advance, accepting restrictions to gain a discounted price, whereas other
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customers prefer to keep their flexibility but knowing that they get charged a 
higher price shortly before purchase. Clearly, this aspect may act as a 
demand driver. Ng (2007:541) supports this by arguing that “the key towards 
the practice of revenue management is not necessarily fixed capacity, but 
purchase across a meaningful advance selling period”.
2.1.2.2.7. Transaction Volume
Referring to transaction volume as another condition, Lieberman (2004:94) 
argues that “most revenue management systems have been implemented at 
companies with high transaction volumes”. The logic of having high 
transaction volume is that it enables businesses to have "relatively good 
business conditions for forecasting demand” (Lieberman, 2004:94). However, 
Lieberman (2004:94) notes in the case of new industries applying revenue 
management, that “in many cases, these industries do not provide good 
environments for demand forecasting. In particular, the volume of transactions 
is apt to be much lower than what has proved suitable and desirable for 
standard forecasting purposes”. Hence, Lieberman (2004:95) proposes that 
“price and inventory control recommendations can be based on multiple 
signals, rather than simply on supply and demand forecasts derived from 
current sales activity and historical transaction levels”. According to 
Lieberman multiple signals may derive from the level of demand, conversion 
rates, enquiry level, market share and revenue share. Interestingly, hardly any 
other researcher has put focus on the criteria of transaction volume despite its 
importance.
2.1.2.2.8. Freedom of Action
Netessine and Shumsky (2002) identify another condition as necessary for 
applying revenue management, namely freedom of action. This is based on 
the fact that some of the industries applying revenue managements such as 
health care are still regulated by governments, inter alia in terms of pricing.
2.1.2.2.9. Service Industry
Amongst researchers on revenue management (e.g. Netessine and Shumsky, 
2002; Kimes, 2000), there is a common agreement that revenue management
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serves service industries best due to their characteristics such as intangibility, 
perishability etc. Indeed, Ng argues that services cannot be stored and much 
more important, “whilst goods can also be sold before production, the 
manufacturing firms retain a choice whether to sell before or after production. 
This choice is not available to services” (2007:532). Furthermore, Ng 
(2007:533) notes that “it is not unreasonable to assert that the perishability 
and inseparability of services results in the advanced pricing of services, e.g. 
revenue management is the management of advance revenues”.
2.1.3. Key Components of the Revenue Management System
The following section will review the key components of revenue 
management, such as pricing and capacity/duration control (e.g. Kimes and 
Chase, 1998).
2.1.3.1. Pricing
There is extensive literature on pricing within revenue management as 
explained by McGill and Van Ryzin (1999:243) that “price is generally the 
most important determinant of ...demand behaviour”. Chiang, Chen and Xu 
(2007:105) state that the “objective of pricing is to answer how to determine 
the price for various groups and how to vary prices over time to maximise 
revenues”. In recent years extensive research within revenue management 
focuses on dynamic pricing (e.g. Gallego and van Ryzin, 1994; Zhao and 
Zheng, 2000). Within the concept of dynamic pricing, prices vary frequently by 
customer, time, channel and product. Anderson, Davison and Rasmussen 
(2004:6) state that “typically dynamic pricing approaches assume that demand 
is a stochastic function of price, and that only one price is available (posted)". 
Bobb and Veral (2008:295) note that “dynamic pricing ... is feasible due to 
three factors: increased availability of demand data, ease of changing prices 
due to new technologies, and availability of décision-support tools for 
analysing data". Indeed, Noone, McGuire and Rohlfs (2011:295) argue that 
“the focus (of revenue management) is shifting from inventory optimisation to 
price optimisation. The latter focus entails rate setting based on forecast 
demand, the elasticity of demand and competitive rates”. Furthermore, the 
authors (2011:295) specify that “this approach requires a firm understanding
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of consumers' willingness to pay, and the value expected at a given price 
point, as well as an ability to effectively position the product offering vis-à-vis 
the competition”. Finally, Lieberman (2004:97) warns with regards to dynamic 
pricing that “it is vital that customers understand when and why prices may 
vary, so they can adopt appropriate buying strategies”. With respect to pricing 
Lieberman (2004:98) identifies another aspect to consider, competitor’s 
pricing activities. Indeed, the author states that “incorporating competitor 
prices into revenue management can help revenue management systems 
overcome a weakness they tend to share: when demand is low, relative to 
supply, price and inventory control recommendations from revenue 
management systems tend to be of minimal value”.
2.1.3.2. Duration Control/Capacity Management
Kimes (1998:160) was one of the first researchers to focus on duration 
control, especially for the hospitality industry, stating that “if managers want to 
increase control over duration, they can refine their definition of duration, 
reduce the uncertainty of arrival, reduce the uncertainty of the duration, or 
reduce the amount of time between customers”. Clearly the hospitality 
industry is more challenged by duration control than the airline industry due to 
the fact of multiplier effects or the still inefficient use of distribution 
management. Kimes and Chase (1998) have discussed duration control as a 
key aspect of revenue management in the context of the hotel industry. In 
contrast to the airline industry, the hotel industry faces the challenge of 
multiple stays and additionally that some customers may want to stay more 
nights than indicated. Hence, the authors recommend focusing on two 
aspects of duration control; uncertainty of arrival and uncertainty of duration. 
Uncertainty of duration puts emphasis inter alia on length-of-stay controls, 
whereas uncertainty of arrival deals with overbooking practices and 
cancellation policies. Interestingly, existing literature focussing on the airline 
industry uses the terminology of capacity management whereas researchers 
with a focus on the hospitality industry apply the term duration control. These 
differences in terminology may be explained by the fact that hospitality-related 
industries quite often face the issue of not knowing the length of stay or time a 
customer spends whereas in the airline industry it is determined by the length
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of the flight. In terms of capacity control, Pak and Piersma (2002:2) note that 
“at the heart of airline revenue management lays the seat inventory control 
problem”. However, Walczak, Mardan and Kallesen (2010:95) argue that the 
traditional fences used in the airline world such as refundability, advance 
purchase and Saturday night stay-over requirements have become much less 
effective”.
In order to apply revenue management, there are certain revenue 
management tools available such as demand forecasting (e.g. Orkin, 1988), 
overbooking and a management information system.
2.1.4. Revenue Management Tools
Talluri and Van Ryzin (2004) note that revenue management involves the 
following cyclical steps: data collection, estimation and forecasting, 
optimisation and controlling inventory. Ng (2007:525) argues that 
“practitioners of revenue management use tools such as targeted pricing, 
market segmentation and demand forecasting so that the limited capacity of 
the firm is sold at the highest possible price”. In contrast, Jones (1999) argues 
that market segmentation should be seen as a strategic role within yield 
management. Kimes (2003:133) notes “that an understanding of the logic 
underlying the classification scheme (Four-quadrant model, Kimes and 
Chase, 1998) is necessary for determining which revenue-management tools 
are most appropriate for a particular industry”. Bobb and Veral (2008:292) 
note that “the central components of any revenue management system, 
whether used in the airline or any other industry, are identified as (1) 
forecasting, (2) inventory control/overbooking and (3) price fences to segment 
the market”.
2.1.4.1. Forecasting
Forecasting is seen in the revenue management literature as a key principle 
of revenue management. Chiang et al. (2007:111) specify that “revenue 
management forecasting includes demand forecasting, capacity forecasting, 
and price forecasting, each of which has its specific requirements”. Putting it 
simply, without having the ability to forecast demand, a business would not be
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able to capture the optimal price mix out of different market segments. Modern 
information systems help to predict demand patterns and thus allow the 
allocation of fixed capacity at different prices for different market segments. 
Ng (2006:3) is quite critical regarding demand forecasting, arguing that it is 
“not very effective for four reasons”, and saying that “mere observation of the 
past may not be a good indicator of the future”. Next, Ng (2006:3) argues that 
“demand forecasting ... is still an aggregation of multiple segments that could, 
if possible, be desegregated for higher revenue”. Also “demand profiles are 
subject to many factors, not least the actions and pricing strategies of the 
competitors at that time”. Finally, Ng (2006:3) states that “demand can be 
influenced, not merely be known”. Additionally, Bobb and Veral (2008:294) 
criticise that “an often-overlooked area of forecasting is the use of 
unconstrained or actual demand data”. Furthermore, Bobb and Veral 
(2008:294) note that “very little research has been done on un-constraining 
censored data for revenue management systems”. Therefore, Bobb and Veral 
(2008:298) state that “one of the major shortcomings of forecasting 
applications in revenue management is the failure to obtain information on lost 
customers”. Clearly, in order to run revenue management effectively, we need 
to have all data, incorporating unconstrained data. However, the hotel industry 
faces a challenge due to its reliance on third-party intermediaries; it may not 
have full access to all data needed.
2.1.4.2. Overbooking
Overbooking is defined by Ng (2007:541) as “the accepting of more 
reservations than one has the physical capacity to service as a hedge against 
cancellations and no-shows”. Similarly, Chiang et al. (2007:109) state that 
“overbooking is concerned with increasing the total volume of sales by selling 
reservations above capacity to compensate for cancellations and no-shows”. 
Indeed, Chiang et al. (2007:109) argue that this policy “can increase capacity 
utilisation when the cancellations of orders are significant”. The simple 
argument is that businesses have the right and the duty to overbook in order 
to ensure the optimal capacity utilisation due to the fact that on average a 
small percentage of customers does not show up or cancel their bookings. A 
huge amount of research on revenue management has focussed on
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overbooking issues, mostly within the airline industry (McGill and Van Ryzin, 
1999).
2.1.4.3. Market Segmentation
McMahon-Beattie and Palmer (2000:250) state that “service firms should have 
the ability to divide their customer base into distinct market segments, such as 
business and leisure, to which they can apply the principles of differential 
pricing”. However, market segmentation may divide customers not only in 
specific groups such as stated but also differentiate customers in terms of 
convenience, flexibility and willingness-to-pay (e.g. airline industry).
Indeed, Zhang (2010:13) states that “a distinguishing feature of market 
segmentation in revenue management is that a firm does not have precise 
information about the preferences of individual customers. The firm typically 
offers a set of choices and customers self-select from this set. Fences enable 
the self-protection process and allow revenue management systems to 
function profitably”.
Putting it together, market segmentation is mostly based on the customer’s 
choice derived from the value they put on products and their willingness to 
pay. In practice, businesses applying revenue management offer a variety of 
products, priced differently according to demand patterns and timing of 
purchase and fence them.
2.1.4.4. Targeted Pricing
Kimes (2003:132) notes that “pricing management (at an operational level) 
includes the development of the best set of prices for various customer 
segments, the determination of the rules that determine who pays what price, 
and the perceived fairness of the resulting prices and rules”. The idea of 
applying rate fences to prevent customers from switching between price tiers 
originated in the airline industry but has found its way into hospitality-related 
industries. Hanks, Cross and Noland (2002) describe the use of rate fences, 
putting restrictions in place in order to exclude certain segments from specific 
rates.
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2.1.4.5. Management Information System
As another essential tool of revenue management, McMahon-Beattie and 
Palmer (2000:251) note that “an effective management information system is 
essential in either a manual or computerized YM system”. Clearly, a firm 
needs to obtain relevant data about their customer base, booking patterns and 
demand conditions and characteristics. In line with this, Coulter (1999:61) 
argues that “effective YM applications depend on excellent information 
systems to track critical aspects of the business”.
2.1.5. Revenue Management Implementation
2.1.5.1. The Implementation Process
Sheryl Kimes focuses in her most recent paper on the application of revenue 
management in the spa industry (Kimes and Singh, 2009), arguing that any 
development of a revenue management system should be based on a 5-step 
approach. Kimes recommends starting with establishing the baseline that is 
estimating accurately the capacity use and revenues. Similarly, Donaghy et al. 
(1995:144) argue that “to operationalize a YM system, extensive detailed data 
is required in quite specific formats”. In fact, Kimes (1999:21) suggests 
understanding the demand drivers, affecting revenue and capacity use. In the 
third step managers should come up with recommendations on how to correct 
problems in terms of capacity use or revenues. The fourth step consists of the 
implementation of the proposed changes, followed by monitoring the 
outcomes. However, Kimes (2003:131) warns that “an important aspect of 
implementing revenue management is to ascertain the extent to which 
customers will view pricing controls as being fair”. Indeed, it is mentioned that 
customers may also feel alienated by capacity-related issues such as 
overbooking. Griffin (1995) identifies four factors needed in the revenue 
management implementation process, the ability to segment markets, 
forecasting, information and control of inventory and monitoring performance.
2.1.5.2. Measurements of Revenue Management Success
As various academics (e.g. Kimes, 2009, Donaghy et al., 1995) have 
indicated in their research work, an important aspect of every revenue
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management implementation is a measurement system for success. 
Traditional measurements such as occupancy level, check averages and 
average daily rates are not sufficient anymore; hence new measurements 
have replaced them such as RevPar (revenue per available room) and 
RevPASH (revenue per available seat hour) for the hotel, and the restaurant 
industry respectively. These measures capture the success of a revenue 
management system as they look at both the revenue and the capacity 
utilisation. Interestingly, nowadays discussions are starting about the 
introduction of more accurate measurements such as SpendPAR and 
RevPAC to cover all spending of customers, especially in hospitality-related 
industries with their multiplier effects.
2.1.6. Future Developments and Critics of Revenue Management
Revenue management evolved over the last decades and “it has since gained 
widespread acceptance in a wide range of industries” (El-Haddad et al., 
2008:2). On the other hand there is some evidence that customers have a 
“potential distrust in companies applying variable pricing, especially if this is 
not transparent and the rules are not clearly explained” (Palmer and 
McMahon-Beattie, 2008:190).
Various researchers have conducted surveys on customers’ perceived 
fairness of revenue management practices in different service industries (e.g. 
Choi and Mattila, 2009; Palmer and McMahon-Beattie, 2008; Rohlfs and 
Kimes, 2007; McGuire and Kimes, 2006; Kimes and Wirtz, 2003; Kimes and 
Wirtz, 2002). Almost all of this research focuses on the customer’s perception 
of fairness based on the impact of information, pricing and rate fencing in 
relation to revenue management practices provided to customers. Hence, it 
can be stated that variable pricing policies might lead to decreased customer 
satisfaction and ultimately to loss of business (Kimes, 1998). Therefore, 
revenue management must be seen in the context of customer acceptance 
and perceived fairness though there is an ongoing discussion about 
moderating effects such as familiarity, brand class and purpose of travel (e.g. 
Taylor and Kimes, 2010) and across channels (e.g. Choi and Mattila, 2009).
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Referring to the multi-disciplinary nature of revenue management, Ng et al. 
(2009:2) criticise the lack of research into the role of accounting and finance in 
revenue management, stating that “the literature on revenue management has 
traditionally been dominated by operations research, management science, 
economics, statistics, marketing and software development”.
Watanabe, Yamagishi, Akasaka and Shimomura (2010:250) focus on another 
aspect of revenue management and they state that a “general approach to 
analyse and develop revenue models of service has not been thoroughly 
discussed”. Therefore, the authors (2010:250) conclude that “it is difficult to 
perform revenue management of new services or apply existing knowledge on 
the revenue management of a certain service to another”. Hence the authors 
recommend a general methodology for the application of revenue 
management in a new industry. Similarly, Phillips (2003:5) argues that “its 
applicability (at least in the narrow sense) is limited to a handful of industries”.
With respect to future developments of revenue management, various 
academics focus on the integration of revenue management within an 
organisation and the shift from revenue management to demand 
management. Vinod (2005:28) for example focuses on customer-centric 
revenue management, combining CRM and revenue management in order “to 
increase an airline’s profitability". Vinod (2005:29) argues that “in today’s 
environment ... it requires a combination of marketing, revenue management 
and real-time inventory control to facilitate one-to-one targeted response to 
manage the customer lifecycle across all customer touch points”. Similarly, 
McGuire and Pinchuk (2009:1) argue that “centralizing and integrating these 
functions (RM, pricing, CRM and distribution) to create a Profit Optimization 
department [...] will allow firms to move away from traditional revenue 
management and towards Total Demand Profit Optimisation”. Indeed, 
Anderson and Xie (2010:66) state that “the new frame for RM is demand 
management, a system that creates reservations and yields revenue from 
them. As customers become more knowledgeable about RM practices, firms 
need to realize the implications of strategic or forward-looking consumer 
behaviour on their inventory control decisions (and the resulting implications
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on demand)”. In addition, Noone et al. (2011:295) state that “a long-standing 
criticism of RM has been its focus on short-term revenue maximisation”. In 
line with this, Huefner and Largay-lll (2008:249) claim that “revenue 
management should be a long-term, strategic activity". Clearly, a focus on 
long-term strategy might help to overcome much under-researched areas 
such as possible brand dilution and conflicts with stakeholders.
2.1.7. Summary of Revenue Management Definitions and Key Aspects
Summarizing the discussion about definitions and key aspects of revenue 
management it has to be mentioned that despite more than thirty years of 
research on revenue management a variety of definitions exists. Weatherford 
and Bodily (1992:832) argue that “several definitions of yield management 
have been put forward, but to date no agreement exists on its meaning”. The 
most common feature of these definitions is that “they share a fairly similar 
and broader framework about its potential to enhance revenue and profit 
generation” (El Haddad et al, 2008:2). However, if this is the most common 
aspect that the definitions share, it gives lots of space about the meaning and 
scope of revenue management, possibly neglecting the essence of revenue 
management.
Therefore, the author with a background in marketing and hospitality 
management puts a focus on one central element, managing customer 
behaviour, in order to maximise revenues in capacity-constrained industries 
with perishable assets. If it comes to the application of revenue management 
in non-traditional industries, it must be clear and evident if any revenue 
management application is really revenue management or just incorrectly 
named. Actually it seems that most academics call any of these practices 
revenue management due the fact that the industries have similar business 
conditions such as the traditional industries and apply revenue management 
tools such as forecasting and market segmentation. However, linking these 
practices to revenue management definitions, the fit is then not always 
evident.
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There is also an on-going debate about revenue management and to which 
discipline it should belong such as marketing, operations research and so on 
(e.g. Huefner and Largay-lll, 2008). Next, it looks like every industry has its 
own definition of revenue management due to its specific characteristics; 
however, this makes it difficult to discuss scope and limitations of revenue 
management.
In general, it must be stated that there is lack of conceptualisation and 
moreover, many studies of revenue management are too descriptive. 
Empirical testing is rare and therefore, evidence is somewhat lacking about 
the nature of revenue management in a certain application. Interestingly, the 
research on revenue management is ongoing and so are the critics. Of most 
interest is clearly the shift from a short-term based transaction-based focus to 
a more holistic picture such a customer-centric revenue management (Vinod, 
2007) and the development of total revenue management (TRM), 
incorporating all revenue streams and departments within a business (e.g. 
Noone, McGuire and Rohlfs, 2011 ; Cross, Higbie and Cross, 2009).
This early look of this thesis at revenue management identifies a number of 
conditions which have to be present before an application of revenue 
management. By analysing the key conditions for and components and tools 
of revenue management, the author differentiates in the first step between key 
conditions which are absolutely essential in any application of revenue 
management as discussed in the previous literature such as for example 
perishability of the product/service (e.g. Kimes, 1989) and other conditions 
which have been discussed by academics but are not seen as essential such 
as transaction volume (e.g. Lieberman, 2004). Therefore, most academics 
agree on the fact that revenue management works best for service 
organisations (e.g. Netessine and Shumsky, 2002). Moreover, common 
agreement amongst researchers exists that the following conditions are 
necessary to apply revenue management: that the product/service is 
perishable (Coulter, 1999), capacity is constrained (Weatherford and Bodily, 
1992), there is an appropriate cost structure (Huefner and Largay-lll), the 
ability to segment markets (Ng 2006), and fluctuating and time-variable
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demand (Kimes, 1989) and advanced sales (Ng, 2007). On purpose, external 
business conditions have not been taken into consideration, as all service 
industries face inter alia competition, driving the application of revenue 
management (Lieberman, 1991).
Other conditions being discussed are seen to be less relevant to apply 
revenue management such as transaction volume (Lieberman, 2004). 
Although many revenue management researchers agree on the conditions as 
necessary to apply revenue management, there are other researchers who 
criticise those conditions by arguing their presence is not always necessary to 
constitute revenue management practice (e.g. Weatherford and Bodily, 1992).
Therefore, the author of this thesis argues that it necessary to add other 
aspects of revenue management in order to define whether and to which 
extent revenue management practice is applied in different industry settings. 
Apart from the key conditions discussed, the focus is therefore on the 
components and tools of revenue management. The key components, also 
called strategic levers (Kimes and Chase, 1998), discussed in the revenue 
management literature are pricing (e.g. Noone, McGuire and Rohlfs, 2011) 
and duration control/capacity management (e.g. Kimes, 1998). Both these 
components constitute the basis of revenue management (Kimes and Chase, 
1998). The interrelationship between both components is based on the idea of 
optimising the price and availability of (perishable) products to match demand 
(Cross, 1997). Put simply, any industry wishing to apply revenue management 
should be capable of performing price discrimination and managing and 
controlling duration (of usage of service) of the perishable product/service.
At the next level there are some revenue management tools identified in the 
revenue management literature as being essential to perform revenue 
management. Forecasting is said to be the most important revenue 
management tool (e.g. Chiang et al., 2007). Overbooking has also been 
discussed over a long period of time as being essential to perform revenue 
management (e.g. Ng, 2007). Market segmentation such as differentiating 
between customers in terms of willingness-to-pay (e.g. Zhang, 2010), targeted
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pricing by using rate fences (e.g. Kimes, 2003) and having a management 
information system (e.g. McMahon-Beattie and Palmer, 2000), are other tools, 
identified in the revenue management literature. Putting it all together, the 
existence of all key conditions, and the application of both strategic levers and 
tools used constitutes revenue management in its traditional form, practised 
by airline, hotel and car rental industries. A relaxed application of revenue 
management is based on the existence of several but not necessarily all 
conditions and tools such as for example the cruise industry which does not 
apply overbooking, but fits in with almost all other revenue management 
components. Industries, applying just a few revenue management principles, 
such as optimised capacity utilisation, and not fitting in given pre-conditions 
might be classified into a type of loose revenue management application such 
as for the M-t-o industry. Based on this differentiation the author will develop a 
typology of revenue management later in this chapter.
2.2. Revenue Management in Different industry Settings
Having established what revenue management is all about, the work now 
looks at a series of industries in which revenue management is carried out in 
order to provide examples and further establish the conditions and 
components. The following industries were selected because either they are 
suitable candidates for revenue management due to their characteristics, for 
example having fluctuating demand, perishability and constrained capacity, or 
because some industries claim that they utilise revenue management.
The following section is grouping the industries into traditional industries, non- 
traditional industries and other industries. Traditional industries such as 
airline, hotel and car rental were chosen because they have been operating 
revenue management for a long time and revenue management is very 
deeply embedded in these businesses. Another group, the so called non- 
traditional industries, have been chosen as industries which have recently 
adopted revenue management. The last group of new industries has been 
chosen because revenue management does not seem to fit terribly 
comfortably with them.
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Revenue management is applied mostly in service organisations. Ng, 
Harrison and Akroyd (2009:1) argue that “the prevalence of revenue 
management in service industries is attributed to the fact that these industries 
generally satisfy certain characteristics, which are argued in the literature to 
be necessary for revenue management practice to be valuable and represents 
determinants of revenue management usefulness”.
Considering the fact that revenue management practices started in the airline 
industry, it is not a surprise that still most research focuses on the aspects of 
revenue management within the airline industry. Quante, Meyr and 
Fleischmann (2007:1) state that “recent years have seen great successes of 
revenue management, notably in the airline, hotel and car rental business. 
These successes essentially rely on identifying and exploiting differences in 
the customers' willingness to pay”. Furthermore, the authors (2007:1) note 
that “currently, an increasing number of industries, including manufacturers 
and retailers, is exploring ways to adopt similar concepts”. Cross, Higbie and 
Cross (2011:9) support this by stating that “the concepts (of revenue 
management) spread relentlessly to other industries where competitive 
pressures and the need for profitable growth spurred innovative thinking. The 
discipline has grown significantly beyond its original concept as a means of 
controlling inventory and is now considered by many firms as an 
indispensable part of their marketing and operations strategies”. Similarly, 
Przasnyski (2005:53) notes that “initially, airlines, car rental agencies and 
hotel chains adopted revenue management models and as a result of their 
success the manufacturing, retail and service industries are adopting and 
adapting revenue management models into their specific operations”. Indeed, 
Chiang et al. (2007:100) state that “airlines, hotels and rental cars industries 
represent three major traditional applications of revenue management”.
Investigating the application of revenue management, the author starts by 
reviewing the traditional industries such as airline, hotel and car rental and 
then analysing new industries such as transportation, broadcast, healthcare 
and others. Table 3 gives an overview of research on revenue management in 
different industries
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Table 3, Overview of Research of Revenue Management in different 
Industries
Overview on RM Research in various Industries
Asticr M u s t/j legend Scarce
Vright, C P , Groenevelt, R  & Shumsks,RA 2008 Airline industry RM in airline alliances SSRN
Vinod, B. 2007 Airline industry Focus on customer-centric RM Journal of Revenue and Pricing Management
Chapuis.JM 2007 Airline industry Dynamic Programming SSRN
Zhang, D.& Cooper, V I 2006 Airline industry Focus on Pricing Elsevier
Klophaus,R 2006 Airline industry Pricing policy of low-cost airlines Conference paper
Przasnj|ski,Z.R 2005 Airline industry The No-show problem ASBBS •
Gorin,T.&Belobaba,P. 2005 ■ Airline industry Network Revenue Management Industry Studies Association
Bogd,EA&Blegan,LC. 2003 Airline industry Focus on e-commerce and distribution Management Science
Pak, 1C, Dekker, R. & Kindervater, G 2003 Airline industry Seat Inventory Control ERIM
Pak,K&Piersma,N. 2002 Airline industry Overview of OR Techniques Erasmus Research
Zeni,RH. 2001 Airline industry Forecast Accuracy Dissertation
McGill and Van Rgzin 1999 Airline industry Review of YM literature Transportation Science
El-Haddad, R , Roper. A. & Jones, P. 2008 Hotel Industry Focus on Consumer behavior Conference paper
Mainzer,B.W. 2004 Hotel Industry Hotel RM Advancements Journal of Revenue and Pricing Management
Anderson, C l  to e ,  X. 2010 Hotel Industry Review of RM literature Cornell Hospitality Quarterly
Donaghg, K., McMahon, U. ît McDowell, D , 1995 1995 Hotel Industry Review of literature on YM Intern. Journal of Hospitality Management
Orkin.E 1988 Hotel Industry Focus on RM performance measures Cornell H.R. A. Quarterly
Shields,J. 2009 Restaurantlndustry Environmental Psychology SSRN
Kim es,SE&VirtU . 2003 Restaurant Industry Perceived fairness Journal of Service Research
Vithiam,G. 2001 Restaurant/Golf Industry YM Strategy and application Center for Hospitality Research
Kimes,S£&Sonee,S. 2009 Spa RM application Cornell Hospitality Quarterly
Kimes.SEi=Schruben,L.V. 2002 Golf Industry Duration control Journal of Revenue and Pricing Management
Kimes, S.E 2000 Golf Industry RM application Cornell H R . A. Quarterly
Steinhardt,C.&G5nschJ. 2011 ■ Car Rental Industry Focus on Upgrades SSRN
Haensel. A, Mederer, M, & Schmidt H 2011 Car Rental Industry Network capacity control Journal of Revenue and Pricing Management
Liebermann,VH 2007 Car Rental Industry Focus on RM application Journal of Revenue and Pricing Management
Talluri.K.T.&Rgzin.G.J. 2004 Car Rental Industry Focus on RM application Textbook
Geraghtg,M.K.yohnson,E 1997 Car Rental Industry Focus on RM application Interfaces
Metiers,R , Queenan, C., Ferguson, M. Harrison, L., Higbie, J. 
Vard,S. 2008 Gambling Industry RM application Interfaces
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Hendlei.R.EcHendkF. 2004 Gambling Industrg CRM and RM Journal of Revenue and Pricing Management
Norman, E.D.6tMager,K.J. 1997 Gambling Industry YM in Las Vegas Casino hotels Cornell H .R A . Quarterly
Araman.Vf.itPopescu.l 2008 Media Industrg RM application Manufacturing fc Service Operations Management
Khms.A.&Mueller-Bungart.M 2007 Media Industry RM for broadcasting commercials Int. J. Revenue Management
Bingzhou,L 2010 Cruise Industrg Modelling for cruise two-dimensional RM Intern. Journal of Digital Content Iechnology and ist Applications
Sunl X ,G au ri,D n V eb sterl S. 2009 Cruise Industry Forecasting for cruise industry Journal of Revenue and Pricing Management
Ji,LiMazzarella,J. 2007 Cruise Industry Allocation of cruise line inventory Journal of Revenue and Pricing Management
Blehn,N. 2006 Cruise Industry Differences in RM application Journal of Revenue and Pricing Management
Garrow, L, Ferguson, M., Keskinocak, P. & Swann, J 2006 Cruise Industry Revenue Management practice Journal of Revenue and Pricing Management
Lieberman, V i  DieckJ. 2001 Cruise Industry Optimal air planning Journal of Revenue and Pricing Management
Armstrong,A i  Meissner,J. 2010 Railway Industry Overview and models wwwjneiss.com
Crevier.B, Cordeau, J-FiSavard,G. 2010 Railway Industry Integrated operations planning Industry paper
Bharill,FL6:Rangaraj,N. 2008 Railway Industry Case study Ideas
Nair,S.K.&Bapna,R. 2001 Internet Service Providers Application of YM Naval Research Logistics
Becker, BiKasilingam,RG 2003 Cargo Industry Success factors of Air cargo RM Intern. Journal of Revenue Management
Pak,K iDekker,R . 2004 Cargo Industry Bid-prices ERIM
Stanciul A.,Vargas,LiMag,J. 2010 Health Industry RM approach managing OR capacity Informs
Karaesmen,L2iNakshin,L 2007 Health Industry RM in US hospitals Journal of Revenue and Pricing Management
Chapman, S .N i  Carmel, J I, 1992 Health Industry YM application Health Care Management Review
SivalenkaA 2010 Apartment industry Focus on RM application Industry white paper
Vang,J. 2009 Apartment industry Dynamic Pricing Industry white paper
Hintsches, A, Spengler, IS ,  Veiling, T, Vittek, K. & Priegnitz, G, 2010 Make-To-OrderManufacturing Capacity control BuR-Business Research
Vang, Q i  Sun, S. 2005 Manufacturing Industry Capacity management swdsi
Vatanabe, K, Yamagishi, M, Akasaka, F. & Shimomura, Y 2010 AH Focus on RM and service design Journal of Revenue and Pricing Management
Ng,FH Harrison, J iA krogd,C , 2009 SME's Focus on RM in small businesses Conference paper
Ng,L 2006 Service Industries Focus on Segmentation Journal of Revenue and Pricing Management
Gallego, G ît Phillips,R 2004 Various industries Flexible Products Manufacturing Ec Service Operations Management
(Source: Author)
Bitran and Caldentey (2002:3) state that “although different in many respects, 
these industries all share the basic properties of the Revenue Management 
problems ... , namely, perishable products (or finite selling horizons), and 
price sensitive and stochastic demand”. Netessine and Shumsky (2002:35) 
add one more pre-condition for revenue management, stating that “producers 
are profit-oriented and have broad freedom of action”. This condition is 
important since new industries such as health care and others are considering 
the application of revenue management, and may not have the freedom of 
action such as in pricing.
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McGuire and Pinchuk (2009:3) report that “the first step in applying revenue 
management to a new industry is to identify whether the industry has the 
necessary conditions for revenue management”. Furthermore, the authors 
(2009:3) note that “revenue management techniques are based on 
manipulating two strategic levers: price and duration”. Kimes and Chase 
(1998) have developed a typology of revenue management, categorising 
various industries into four quadrants in terms of price and duration. For 
example, the airline industry is able to apply variable pricing and has 
predictable duration whereas hospitals face unpredictable duration but can 
also apply variable pricing. Table 4 displays their model.
Table 4, Positioning of Selected Service Industries
Duration
Price
Fixed Variable
Predictable
Movies, Stadium/Arena, 
Convention Centre
Hotels, Airlines, Rental 
cars, Cruise lines
Unpredictable
Restaurants, Gold 
Courses, Internet Service 
Providers
Continuing Care 
Hospitals
(Source: Kimes and Chase, 1998:157)
Interestingly, with the evolution of revenue management some authors come 
up with ideas of how to further differentiate the different service industries 
such as transaction volume (e.g. Lieberman, 2004). It is also worth mentioning 
that there are some kinds of applications of revenue management in non- 
traditional industries such as the car industry (Cross et al, 2011) or 
manufacturing industry (Netessine and Shumsky, 2002). However, for the 
sake of the research direction the author will not focus in detail on these, since 
the research focus is on the application of revenue management in a service 
industry, in this case for-profit hospitality education.
2.2.1. Revenue Management in Traditional Industries
2.2.1.1. The Airline Industry
Pak, Dekker and Kindervater (2003:1) state that “airline revenue management 
is the practice of controlling the booking requests such that the planes are 
filled with the most profitable customers”. Furthermore, Pak and Piersma add
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(2002:2) that “at the heart of airline revenue management lays the seat 
inventory control problem”. McGill and Van Ryzin (1999:234) date the 
beginning of revenue management in the airline industry back to 1972 when 
“Littlewood proposed that discount fare bookings should be accepted as long 
as their revenue value exceeded the expected revenue of future full fare 
bookings”. Cross et .ai (2011:9) comment that this was “perhaps the first 
recognized innovation in the development of revenue management” by 
“offering differentiated fare products for essentially the same seats”. Before 
that, much focus was put on controlling overbooking in order to avoid empty 
seats. Airlines faced at that time not only the problem of not knowing the exact 
number of cancellations or no-shows but also not utilising their full capacity, 
whilst facing intense competition. Littlewood's simple, two fare, seat inventory 
rule helped airlines to fill their aircrafts with higher fare customers and 
discount fare passengers. Passengers opting for discounted fares faced 
restrictions such as advanced booking. McGill and Van Ryzin (1999:239) 
report that “there is a progression from Littlewood's rule for two fare classes, 
to expected marginal seat revenue (EMSR) control for multiple classes, to 
optimal booking limits for single-leg flights, to segment control and, more 
recently, to Origin-destination forecasting control”. In line with this, Cross et al. 
(2011:10) state that “today the practice is an integral part of the commercial 
operations for virtually all airlines globally”.
The economic crisis also hit the industry hard in the last few years. Consumer 
behaviour changed dramatically; more and more consumers view a flight as a 
commodity, with a huge impact on demand and pricing, caused mainly by the 
entry of low-fare and low-cost airlines. Their growth forces traditional network 
carriers “to adapt to this new competitive environment” (Gorin and Belobaba, 
2005:2). On the other hand, advances in technology have been beneficial for 
the airline industry such as the tremendous trend to online bookings and a 
better accuracy in forecasting. The airline industry is characterised by having 
high fixed costs and low variable costs per passenger, “thus ...it is sufficient to 
seek booking policies that maximise revenues” and “bookings decisions are 
repeated millions of times per year “(McGill and Van Ryzin, 1999:234).
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Capacity-wise airlines cannot offer more seats on a flight though they may 
change the type of aircraft in order to increase capacity in the short term.
Most research in airline revenue management focuses on areas such as 
forecasting (e.g. Zeni, 2001), seat inventory control (e.g. Pak, Dekker and 
Kindervater, 2003), pricing (e.g. Zhang and Cooper, 2006) and network 
revenue management (e.g. Gorin and Belobaba, 2005). Newer research 
areas encompass revenue management in airline alliances (e.g. Wright, 
Groenevelt and Shumsky, 2008) and dynamic programming (Chapuis, 2007). 
Indeed, Chapuis (2007:2) argues that “new low cost carrier entrants, fare 
transparency from Internet fare search engines and changing customer 
purchasing patterns are the major forces pushing airline revenue managers to 
adapt their optimization models”. Obviously, it can be said that these 
challenges may affect the hotel and car rental businesses as well.
2.2.1.2. The Hotel Industry
Donaghy et al. (1995:139) already note in 1995 that “effective management 
practices in the international hotel industry have seldom been more important 
or critical than at present. Today’s hotel executives are confronted with 
intensively competitive markets which show excess capacity, a reduction in 
leisure and business travel, severe short term liquidity problems and 
increasing business failure rates”. Almost twenty years later, it seems that the 
problems are still the same. In terms of external business conditions the hotel 
industry experienced a huge impact from the economic downturn of the last 
few years and is just on the way to recovery. Competition is tight “among 
hospitality operators in a shrinking market” (Wang and Wang, 2009:55). 
Advanced technology is available but still underutilized although more and 
more bookings are made via the internet. In line with this, Wang and Wang 
(2009:56) state that “the challenges of keeping up with the fast pace of 
technology is difficult and expensive”.
Cross et al. (2011:11) argue that the hotel industry, taking Marriott as a case, 
“had many of the same issues that airlines did: perishable inventory, 
customers booking in advance, lower-cost competition, and wide swings with
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regard to balancing supply and demand”. However, the authors (2011:11) 
note that “the application of the principles [ .] was not as straightforward as 
high-level view might suggest". Mainzer (2004:1) supports this by arguing that 
the hotel industry was a slow adopter of revenue management, stating that 
“despite the fact that the hospitality industry has much in common with the 
travel industries ... the hotel industry has lagged behind its travel industry 
cousins in the use of RM”. Mainzer (2004:2) reports various factors that make 
an application of revenue management more complex than in the airline 
industry such as the “often confusing structure of ownership and management 
in the hospitality industry” with different objectives on both sides. Indeed, the 
author (2004:2) argues that “the lodging industry, compared with airlines or 
cruise lines, is highly decentralized and fragmented with respect to control and 
accountability for pricing, marketing and distribution”. Furthermore, Mainzer 
(2004:2) notes “the perception of hospitality executives regarding airline 
service and pricing. The lodging industry views airline RM to be associated 
with fare wars, consumer confusion and consumer dissatisfaction with the 
airline product”. Other factors, slowing down the adoption of revenue 
management can be derived from the non-sufficient “staff expertise and 
resources”, “over-reliance on the competitive aspects of the REVPAR index”, 
and the “prevailing desire to maintain manual (RM) control” (Mainzer, 2004:3). 
Similarly, Cross et al. (2011) identify some differences between the two 
industries, such as the difference in the business model, being more 
decentralised in the hotel industry than the airline industry. The variable 
lengths-of-stay is also adding complexity to the hotel industry.
Despite the fact that the hotel industry is quite well researched in terms of 
revenue management application, it must be noted that most of the studies, 
dealing with various aspects of revenue management are descriptive and 
empirical testing is rare. For example, most authors agree on the fact that the 
adoption of revenue management leads to increased revenues but no testing 
has been conducted so far. The revenue management used in the hotel 
industry also differs due to the complexity in the hotel business, multiple stays, 
multiplier effects (meaning additional revenues from other departments can be 
generated) and group business to name just a few issues.
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2.2.1.3. The Car Rental Industry
Some researchers have focused on the application of revenue management 
for the car rental industry such as Haensel, Mederer, and Schmidt (2011), 
Steinhardt and Gônsch (2011), Lieberman (2007), Anderson, Davison and 
Rasmussen (2004), Geraghty and Johnson (1997). However, despite the fact 
that the car rental industry was an early adopter of revenue management, the 
research so far is quite limited.
The car rental industry is characterised by a relatively high level of 
competition, the use of advanced technology in terms of distribution and 
fluctuations in demand. Cross et al. (2011:11) argue that “a natural extension 
of hotel revenue management was to rental car firms, which had similar 
issues of discount availability and duration control”. Similar to the hotel 
industry, offering a variety of room products, for example standard or deluxe 
rooms, Geraghty and Johnson (1997:116) identify the need for the car rental 
industry offering different car types to satisfy different market segments. 
Furthermore, the authors state that the inventory is flexible and mobile so that 
the “fleet can easily be moved to meet demand at the various stations”. The 
authors (1997:116) also note the dependency on corporate customers. Fleet 
management is another characteristic of the car rental industry. Indeed, Talluri 
and Ryzin (2004:531) argue that the car rental industry applies its own 
interpretation of revenue management by offering “a combination of car type, 
insurance options, pickup and drop-off location, advance purchase 
restrictions, and length of stay”. Boyd and Bilegan (2003:1380) state that “like 
hotels, the car rental industry shares similarities with the airline industry at a 
modelling level”. Furthermore, the authors (2003:1380) explain that “the 
concept of car class is analogous to cabins in the airline industry. Within each 
class, cars are separated into tiers, which are the equivalent of airline fare 
classes”. In terms of differences to the airline industry, Steinhard and 
Goensch (2011:2) argue that “some typical fencing conditions known from the 
airline industry, for example, advanced purchase restrictions, do not seem to 
work well in the car rental business”. Lieberman (2007:301) states that “unlike 
the airline and hotel industries, where the initial focus of revenue management
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was on inventory control, revenue management in the car rental industry has 
long focused on setting prices more profitably”. Lieberman (2007:302) also 
reports an interesting fact, linking airline and car rental businesses together by 
stating that “it is generally accepted that a large portion of car rental demand 
is driven by airline demand”. Similarly it may be argued that this holds true for 
certain hospitality-related industries in various destinations, affected strongly 
by airline demand. An interesting aspect is linked to the aspect of capacity, as 
capacity in the car industry is in contrast to other industries relatively fixed. 
Lastly, Steinhardt and Goensch (2011:4) criticise that “most of these 
publications focus on successful implementations of car rental revenue 
management systems and the arising challenges, without going into much 
detail regarding the applied mathematical models and techniques”.
2.2.2. Revenue Management in Non-traditional Industries
2.2.2.1. Hospitality-related Industries
Within this section the author investigates various hospitality-related industries 
such as the restaurant, golf, spa, casino and cruise industry.
2.2.2.1.1. The Restaurant Industry
Due to the similarities with the hotel industry in terms of revenue management 
prerequisites such as capacity constraints and competitive pressure, some 
authors have focussed on restaurant revenue management, for example 
Shields (2009) and Withiam (2001). Kimes (1999) has researched inter alia 
the implementation of revenue management in the restaurant industry, 
arguing that the industry shows similar characteristics to the hotel and airline 
industry in terms of capacity-constraints, perishability, market segmentation 
and booking patterns, and therefore, the restaurant industry is suitable to 
apply revenue management. In line with this, Kimes and Wirtz (2003:126), 
while focussing on perceived fairness of revenue management, argue that 
“the restaurant industry has two strategic levers at its disposal: duration 
control and demand-based pricing”, which in fact enables the industry to apply 
revenue management. Anderson and Xie (2010:58) criticise that “unlike 
traditional RM, restaurant RM takes more of an operational view of improving 
revenues because it focuses on managing duration in addition to price”.
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Furthermore, the authors (2010:58) state that “perhaps the most important 
aspect of restaurant RM is the way a restaurant’s capacity is configured, 
specifically, the mix of table size”. Compared with the airline and hotel industry 
the restaurant industry is just in an early stage of adopting revenue 
management practice. In fact, most studies are descriptive and do not 
empirically test revenue management practice. On the other hand, 
considering the revenue management model, the restaurant industry fits in. 
However, it should be noted that this might not apply to all restaurants, for 
example fast food restaurants or fine-dining restaurants.
2.2.2.1.2. The Golf Industry
In 2000, Kimes (2000:120) researched the application of revenue 
management in the golf industry, arguing that “the golf-course business is 
similar enough to hotel and airline operations that golf courses should be able 
to apply revenue management principles”. Kimes (2000:121) acknowledges 
that “many golf courses use various revenue-management-type practices, but 
the application has so far been mostly tactical”. In developing a framework for 
golf revenue management Kimes identifies various attributes within the golf 
industry which are suitable for the application of revenue management such 
as relatively fixed capacity, predictable demand, perishable inventory, 
appropriate cost and pricing structure and time-variable demand. Golf courses 
face similar issues to the hotel industry in capacity constraints though they 
have the opportunity in summer to extend the playing times. Kimes (2000:121) 
notes that “golf course demand consists of customers who make reservations 
and those customers who walk in”.
In contrast to other industries the golf industry has another specific 
characteristic, namely memberships. In terms of revenue management this 
fact requests another treatment in terms of pricing and duration control as for 
normal customers without membership. Furthermore, Kimes (2000:121) states 
that perishable inventory should be thought of as time, “the time during which 
a hole is available”.
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However, Kimes's study is descriptive and does not empirically test revenue 
management practice. In line with Kimes, Withiam (2001:14) states that “the 
core concept of revenue per unit of time can apply equally to golf-course 
operation as to other capacity-constrained operations”. Kimes and Schruben 
(2002:111) research on one aspect of revenue management in the golf 
industry, focussing on tee time intervals, “the most controllable factor 
capacity”, in order to manage the duration control. In line with previous 
research, the authors (2002:111) state that “golf courses possess many of the 
characteristics that call for RM, but there is little evidence of managers using a 
strategic approach for deploying the demand-management mechanism at 
hand”.
In conclusion, Kimes and Schruben (2002:112) argue that “golf course 
operators can use round duration control and variable pricing to help 
maximise their revenue per available tee time”. It seems that the golf industry 
is a suitable candidate for revenue management with its own specific 
characteristics such as low transaction volume, limited ability to segment 
markets, forecasting and tee-time as unit of inventory. Thus, applying price 
discrimination may be limited.
2.2.2.1.3. The Spa Industry
Kimes and Singh (2009) while reviewing attributes of revenue management 
application, found them in some form in the spa business such as for example 
a relatively fixed capacity, predictable demand, finite selling horizons, and 
appropriate cost structure. Therefore, the authors develop a framework for a 
strategy to implement revenue management in this industry. Kimes and Singh 
(2009:93) state that “the key elements are to establish variable prices based 
on a customer’s demand characteristics and more carefully manage duration”. 
In conclusion, Kimes and Singh (2009:93) argue that “Spas can adapt the 
principles of revenue management to increase RevPath (Revenue per 
available treatment hour) by emulating certain attributes of the industries that 
use revenue management successfully”, referring to the hotel and airline 
industry as the leading industries in applying revenue management. However, 
the study is descriptive and does not empirically test revenue management
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application in the spa industry. Additionally, the spa industry creates some 
challenges for a revenue management application due to limited forecasting 
capacities, low transaction volume and the variety of spa products, such as 
treatments and wellness for example.
2.2.2.1.4. The Casino Industry
Some research has been conducted on revenue management in the 
casino/gambling industry, inter alia by Handler and Hendler (2004) with their 
focus on combining customer relationship management and revenue 
management, and Norman and Mayer (1997), examining the practice of yield 
management in Las Vegas casino hotels. Matters et ai. (2008) have 
researched the application of revenue management in the casino/gambling 
industry by conducting case study research on Harrah's Cherokee Casino & 
Hotel. The authors (2008:162) argue that “RM systems in casinos differ from 
RM systems in other industries. Gambling requires different pricing and 
customer-segmentation approaches”. The authors (2008:162) state that “price 
setting in gambling does not really occur. Each customer sets his or her own 
price -  the amount he or she wishes to gamble”. In terms of customer 
segmentation the authors (2008:163) note that “because of the large 
differential in customer willingness-to-pay, RM decisions have a greater 
impact in casinos than in other industries”.
However, most studies have been descriptive. The casino industry is in so far 
special as the focus is not so much on selling room nights but to look at the 
bigger picture, the spending or gambling pattern of the individual customer. 
Hence, it is debatable to call this practice revenue management.
2.2.2.1.5. The Cruise Industry
There exists a considerable amount of research on revenue management for 
the cruise industry. For example, Lieberman and Dieck (2001) focus on 
optimal air planning in the cruise industry; Garrow, Ferguson, Keskinocak and 
Swann (2006) report on the practice of cruise revenue management by 
Carnival Cruise Lines whilst Sun et ai. (2009) have researched forecasting 
issues within the cruise industry. Sun et ai. (2009:1) argue that the cruise
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industry “like airlines and hotels [...] reports all characteristics of revenue 
management”. However, Blehn (2006:135) argues that a “common 
misperception among individuals in revenue management is that cruise line 
revenue management is almost identical to managing a hotel”. The author 
(2006:136) notes that “probably the most recognisable difference between 
cruise and hotel revenue management is the simple fact that cruise lines price 
the guest while hotels price the room”. In this case the unit of inventory would 
not be seen as a room or cabin but the customer, which is a new approach. 
This might be based on the idea that cruise lines do not just sell a cabin for a 
certain period but have to focus on the multiplier effects, such as spending on 
board and so on.
Furthermore, Blehn (2006:139) warns that “adopting a hotel revenue 
management strategy to manage cruise lines can be poor fit due to guest 
pricing and the additional limiting capacity of lifeboat seats”. Indeed, Ji and 
Mazzarella (2007:20) argue that the “cruise industry shares all these 
characteristics like many other travel and tourism sectors.
Cruise inventory however, has a number of unique properties which 
distinguish it from other travel inventory types, such as air. The authors 
specify the properties as higher on-board spending, level of repeat customers, 
higher occupancy rates, customer segmentation, and cancellation policies. 
Once on board, customers spend a considerable amount of money on extras, 
such as in the casino and the sales of alcohol. Furthermore, in terms of 
occupancy Ji and Mazzarella (2007:21) argue that “comparatively, cruise lines 
tend to sail full”. However, following that premise it might be argued that 
revenue management is not needed in that case. In terms of customer 
segmentation, the dominant segment is leisure in contrast to other travel- 
related industries. Cancellation policies are much stricter and the deadline is 
unlike in the hotel industry with twenty-four hours up to two months. Ji and 
Mazzarella (2007:21) note another interesting differentiation factor, a “smaller 
relative pricing spread, the price differential between different cabin categories 
is less dramatic” than for example in the airline industry. In line with this, 
Lieberman and Dieck (2008:8) report another difference that “unlike many
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other industries, cruise-line management often has a secondary objective for 
ensuring high load factors -  for operational reasons, it may be important to 
sail with occupied cabins”. Unlike the hotel industry, the cruise industry cannot 
adjust its staffing level in the short term.
Considering cruise revenue management, it is partially in line with the existing 
revenue management practice, apart from the fact that it has quite a low 
transaction volume and different operational objectives compared for example 
with the hotel industry.
2.2.2.1.6. Other Hospitality-related Industries
Little research has been carried out for other industries such as the sports and 
entertainment industry, amusement parks, tour operators, and heritage visitor 
attractions (e.g. Anderson and Xie, 2009; Leask, Fyall and Garrod, 2002). 
These industries fulfil the necessary pre-conditions for revenue management 
such as fixed capacity in the short term, segmented market, perishable 
inventory, if the product is sold in advance, fluctuation in demand and 
marginal sales costs are low (Kimes, 1989). Indeed, Cross et al. (2011:11) 
argue that “the sports and entertainment industries are rapidly adopting these 
principles as well”. In fact, various academics argue that these industries are 
seen as suitable for revenue management based on the idea of having 
aspects such as customer segmentation, forecasting, pricing and duration 
control. Interestingly, in some studies the existing definition of revenue 
management is taken over without considering the industry-specific 
characteristics. Lastly, the existing literature is mostly descriptive and lacks 
empirical evidence.
2.2.2.2. Transportation-related Industries
2.2.2.2.1. The Railway Industry
In general there is limited research on railway revenue management, perhaps 
due to “the limited number of services” (Armstrong and Meissner, 2010:3). 
Crevier, Cordeau and Savard (2010:4) report that “in rail transportation, 
revenue management has been mostly applied in the context of passenger 
transportation”. Bharill and Rangaraj (2008) have researched on railway
49 © Detlev Remy
revenue management by conducting a case study of the Rajdhani Express in 
India. The authors (2008:1197) state that "yield management in such capital- 
intensive service industries is quite closely linked with the maximisation of 
revenue itself as the fixed costs of the industry are quite high and the marginal 
costs of selling another seat ... are quite small and can be ignored as 
compared to the marginal revenue”.
Armstrong and Meissner (2010) present an overview of railroad passenger 
revenue management and railroad freight revenue management. The authors 
(2010:2) state that “the goal of revenue management is to find the optimal 
max of passengers or cargo travelling along each leg in order to maximise the 
overall revenue”. Indeed, the authors (2010:2) state that “the key difference 
between the two industries is that they carry very different items. This is 
significant because freight has the additional operational burden of loading 
and unloading the cargo”. Additionally both industries deal with different types 
of customers and different booking horizons. Hence, the authors (2010:2) note 
that in terms of revenue management “it is clear that passenger railway is 
more closely related to the airline industry than freight rail”. Crevier, Cordeau 
and Savard (2010) focus on their research on rail freight operations, stating 
that “the rail industry is characterized by customers with distinct attributes and 
perception of the proposed services. Furthermore, rail transportation has more 
flexibility over capacity utilisation and traffic speed through the links of the 
network than other transportation modes” (Crevier etal, 2010:2).
Considering the definition of revenue management (e.g. Cross, 1997) 
focussing on predicting consumer behaviour is one of the key aspects, and it 
may be argued that railway revenue management is not in line with the 
existing revenue management definitions although applied in practice. 
Another difference to existing revenue management practice is based on the 
fact that rail freight is based on business-to-business whereas traditional 
revenue management is applied to end-customer markets.
2.2 2.2.2. The Cargo Industry
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Some research has been carried out on cargo revenue management such as 
for example Becker and Kasilingam (2008) on success factors of air cargo 
revenue management implementation. Pak and Dekker (2004) have focussed 
on a bid-price model for cargo revenue management. Gallego and Phillips 
(2004) review revenue management practices of flexible products, focussing 
on several industries, inter alia the air cargo industry. Similar to passenger 
sales “the majority of air cargo is sold on a reservation basis ... known as a 
flight-specific booking” (Gallego and Phillips, 2004:322). However, Gallego 
and Phillips (2004:322) also note that “some carriers offer time-definite 
products, in which the carrier specifies only the pick-up time and the delivery 
time”.
The cargo industry has certain characteristics, making it a “prime candidate 
for revenue management: cargo carried on passenger aircraft, making it 
difficult to know available cargo space, different products are offered at 
different prices based on different customer requirements..., booking 
behaviour of customers in terms of under tending and over tending, no shows 
and cancellations” (Sabre, 2009:2). Therefore, the authors (2009:2) argue that 
“an effective cargo revenue management system determines the available 
capacity on each flight, identifies the amount of each type of product that 
requires space on each flight and allocates capacities to the appropriate 
products in such a way as to maximise profit”. However, the cargo industry is 
not as uniform as it looks; one has to differentiate between air cargo, sea 
cargo and railroad cargo industries. Most research so far has focussed on air 
cargo revenue management, possibly because of the similarities with 
passenger revenue management. However, Pak and Dekker (2004:2) argue 
that “cargo revenue differs from passenger revenue management in a number 
of ways. The most important difference is that two passengers who book in 
the same price class for a flight can be seen as two identical customers, 
whereas each cargo shipment is unique”. Furthermore, the authors (2004:2) 
state that “the uncertainty in passenger revenue management lies in the 
number of passengers that will arrive for each product type, whereas for cargo 
revenue management each shipment is a unique product type in itself with 
properties that are not known before the time of booking”. Additionally, Pak
51 © Detlev Remy
and Dekker (2004:2) note that “unlike passenger capacity, the cargo capacity 
available for the spot sales is also uncertain”. This is due to weather 
conditions, amount of fuel needed and other factors. According to Pak and 
Dekker (2004:2) even overbooking “is an important aspect of cargo revenue 
management” due to the fact that “the actual amount of cargo usually deviates 
from the initial booking request, especially for the long-term contracts”.
However, analysing cargo revenue management, Chang et al. (2007:101) 
state that “unlike the wide application of revenue management in airlines, the 
revenue management concept in air cargo industry has not well-developed 
until recently”. Considering all the industry-specific characteristics and the 
revenue management definitions, it is debatable to call this practice revenue 
management.
2.2.2.3. Other Industries
2.2.2.3.1. The Media/Broadcasting Industry
Just a few researchers have focussed on media revenue management, e.g. 
Kimms and Mueller-Bungart (2007) with their focus on selecting and 
scheduling advertisement. Araman and Popescu (2008) have researched the 
application of revenue management in the media industry, stating that one of 
main problems the media industry faces is to manage optimally limited 
advertising space. The advertising market, mainly in the USA, has to be 
divided into the so-called upfront market, selling the bulk of advertising space 
in advance and the scatter market, selling “remaining advertising space 
...throughout the broadcasting season on a spot market ...on a price-per-slot 
basis, usually at a higher margin and without an audience guarantee” 
(Araman and Popescu, 2008:2). The authors (2008:2) identify a “media 
revenue management problem, the broadcasting company allocates limited 
advertising space between two customer classes: upfront clients, who buy 
early during the upfront market at high discounts, and scatter clients, who buy 
later on the spot market at higher prices”. Hence, in terms of market 
segmentation the broadcasting industry just differentiates between two market 
segments, in this case the upfront market and the scatter market. Araman and 
Popescu (2008:3) note that “several specificities differentiate the problem of
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managing media capacity from the standard management setup”. One major 
difference is based on demand which is usually not known in traditional 
industries, whereas the media industry is aware of the demand but Araman 
and Popescu (2008:3) state that “the value of advertising capacity is uncertain 
at the time when capacity allocation decisions are made. This is because 
audience is unknown at the time when capacity allocation is made, and 
upfront contract pricing is state contingent”. Araman and Popescu (2008:3) 
indicate more differences from traditional revenue management such as 
“transactions are contract based, upfront clients hold a strong bargaining 
power and retention of key accounts is an important strategic issue”.
Therefore, Araman and Popescu (2008:3) call for a framework which they call 
“media revenue management, or capacity planning problem”. Interestingly, 
almost all research on media revenue management focuses on capacity 
planning issues and not that much on price optimisation. So, the question 
arises if media revenue management should be called revenue management 
as it does not fit in with existing revenue management definitions. However, it 
must be noted that even Cross et al. (2011:13) call it revenue management, 
stating that “by the early 1990s revenue management also began to be 
applied to television ad sales”. Similarly, Boyd and Bilegan (2003:1381) argue 
that “while the sale of inventory is quite different from traditional revenue 
management applications, the conceptual problem remains the same: 
Estimate demand and its willingness to pay so that inventory may be properly 
managed to maximise profit”. However, it can be argued that this problem 
already existed before revenue management came into play.
2.2.2.3 2. The Healthcare Industry
One of the earliest papers dealing with yield management application in the 
health care industry was developed by Chapman and Carmel (1992). The 
authors (1992:45) focussed on “one segment of the health care industry ...a 
health care segment that is demand driven by consumer disposable income 
(not third-party payees)”. Within their research the authors (1992:47) consider 
several yield management issues such as multi-phase service, as “most 
patients select multiple time periods (usually weeks) for the services” and
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multiplier effect, “due to the large number of services offered”. Other issues of 
concern are loss of focus with regard to long term implications of yield 
management application such as service quality and customer alienation. By 
developing a yield management application the authors report market 
segmentation as their starting point for the process. In contrast to common 
market segmentation applied in the hotel and travel industry, differentiating 
between time- and cost-sensitive customers, Chapman and Carmel (1992:48) 
propose to segment “on the basis of the week being reserved by the patient 
...because of unique ... customer communication and possible alienation 
problems”. This is definitely a novel approach to segment a market and does 
not follow common practice in yield management. Furthermore, the authors 
(1992:52) note another difference to other industries such as “health services 
can be quite different from typical yield-management users (hotels and 
airlines) in that, among other things, treatments for health services tend to be 
individually prescribed”. Up to now, some research has been conducted by 
studying the application of revenue management in the healthcare industry, 
though Karaesmen and Nakshin (2007:257) note that “a vast majority of these 
papers deal with the capacity management problems at the hospitals”.
Karaesmen and Nakshin (2007:257) focus on applying pricing and revenue 
management in US hospitals, stating that “hospital pricing and billing practices 
are highly complex ...not surprising because hospitals provide services that 
are unique for each customer. In addition, there are numerous pricing 
arrangements, which make the final price of a product nearly customized”. As 
government programmes, commercial insurers and even charitable donations 
reimburse the customers or they may pay on their own, so “the payment 
system is complicated because of the number of parties responsible for the 
payment, the number of discount levels applied for a particular service and the 
existence of exceptions to the rules” (Karaesmen and Nakshin, 2007:257). 
Interestingly, the authors compare this system with multiple fare classes, 
known from the airline industry. Additionally, the authors (2007:257) state that 
there is a difference in that how “hospital administrators mention revenue 
management, they mean revenue cycle management. This does not have 
much to do with the revenue management that an airline manager thinks of”.
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The authors (2007:258) believe that there are “multiple benefits in using 
pricing and revenue optimisation in the healthcare sector” but they argue that 
they “need a paradigm shift for pricing and revenue optimisation to be 
effective in this sector”. Hence, the authors (2007:258) argue that “pricing 
optimisation, based on price-response curves or willingness-to-pay 
distributions, is not adequate for hospitals” due to the fact that the customer 
“cannot opt out for not using a medical service in many cases, neither can the 
hospitals reject selling their product to the patient (e.g. providing emergency 
services)”. Furthermore, the authors (2007:258) note another aspect, 
differentiating this industry from others, “the notion of uncertainty. The costs 
differ per customer and are uncertain. And so are the reimbursements”. 
Standu, Vargas and May (2010:2445) focus their research on managing 
operation room capacity, stating that the “main difference between the 
capacity allocation problems in airlines and healthcare is the resource 
utilisation aspect; while a passenger requests only one seat, a patient 
scheduled for surgery would use a random amount of resource. The exact 
amount of time that is consumed is known with certainty only after the 
procedure is performed”. Interestingly, the authors (2010:2444) focus only on 
“one of the pillars of revenue management objectives - the optimal allocation 
of capacity to various demand classes”.
Indeed, the healthcare industry, while facing quite similar external business 
conditions like other industries although much more regulated, has its own 
characteristics, differentiating it from the traditional industries. Its customers 
may not always have the choice but the need in terms of emergency to use 
the services offered. Market segmentation may be based on price-sensitive 
customers for some hospitals, offering specialised services such as for 
example plastic surgery, though other hospitals may not segment at all. Unlike 
in the airline or hotel industry, where customers indicate their desired arrival 
date, the customers of the health care industry might not be capable due to 
the nature of the business, e.g. the need to be delivered to an emergency unit. 
Therefore, demand forecasting creates another issue; the notion of 
uncertainty is much higher than in the traditional industries. Putting it all 
together, the proposed model does not fit in with the existing revenue
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management definitions. Moreover, the term revenue cycle management 
(Karaesmen and Nakshin, 2007) describes the practice in a more accurate 
way. Indeed, Boyd and Bilegan (2003:1381) state that “the sale and 
distribution of inventory and services clearly does not support a short-term 
variable price model, nor is it easy to imagine that such a model will ever be 
relevant in the health-care industry”.
2.2.2.3.3. The Apartment Industry
Among a few others, Sivalenka (2010:3) pursues research into the application 
of revenue management in the apartment industry while acknowledging that 
“revenue management practice is still in its infancy”. The author argues that 
this industry shares similarities with the traditional industries such as airplane, 
hotels or car rental in terms of the general business format. Indeed, the author 
(2010:14) notes that “the apartment communities have unit types with limited 
capacity of apartment units. Demand for the apartment units is seasonal, 
price-sensitive, and predictable”. In line with this, Wang (2009:3) states that 
“on the surface, the apartment industry shares many characteristics with the 
hotel industry” such as “perishable products, constrained supply, advance 
consumption decisions and censored demand observations”. However, Wang 
(2009:1) notes that this industry “presents new challenges such as extremely 
long lengths of stay and relatively small transaction density”. Furthermore, 
Wang (2009:4) notes other distinguishing factors such as “no repeat 
customers, more renewals, more risky decisions, no group booking, no over­
booking, no walk-ins and concessions”. Despite these challenges, Wang 
(2009:4) argues that “it would be deceptive to conclude that it is easier to 
implement an apartment RMS than a hotel RMS”. However, Wang (2009:2) 
argues that “revenue management helps set the optimal rental rates in order 
to achieve maximum revenue gain for the apartment firms”. Additionally, 
Sivalenka (2010:3) states that the industry has its “unique aspects of renewals 
and expiration management”. In short, the customers of this industry are 
either new residents or existing residents, signing leases or renewing existing 
ones. Sivalenka (2010:12) notes that “in general, the driving force behind 
expiration management is any situation in which multiple products compete for 
multiple resources and the control variables are the resource prices/costs -
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network revenue management”. Wang (2009:3) adds that “legal restriction 
makes traditional market segmentation approaches inappropriate in the 
apartment industry”. Hence “customers can only be differentiated by their 
purchase behavior such as the desired times of year for move-in and lease 
terms”. Additionally, Wang (2009:3) specifies three factors that “influence the 
rent ... the capacity of the apartment, the demand-arriving process and the 
competitor influence”. Interestingly, most of the research undertaken has been 
conducted by practitioners, which raises the question why academics do not 
focus on this industry. The studies, however, are descriptive and lack 
empirical testing of revenue management practices. Indeed, the apartment 
industry is a good example for the broadening of revenue management 
discipline, however by neglecting the essence of revenue management.
2.2.2.3.4. Internet Service Provider
Nair and Bapna (2001) focus their research on Internet service providers as a 
new industry suitable for the application of yield management. The authors 
(2001:349) base their approach “on the general yield management framework 
that has been successfully applied to a broad spectrum of applications in the 
service sector”, identifying several characteristics such as perishability 
(modem capacity available), and a fixed number of units (total numbers of 
modems in the system). In terms of the ability of segmenting customers the 
authors (2001:350) note that in contrast to the airline industry “ISPs do not at 
present differentiate between their customers. Instead they offer a variety of 
services based on number of access hours”. However, the authors (2001:351) 
acknowledge that “customer segmentation gives ... the opportunity of 
introducing incentive mechanism similar to those pursued by airlines”.
Analysing the differences from airline and hotel revenue management 
applications, Nair and Bapna (2001:352) identify three issues such as that the 
“ISP problem is inherently continuous both in state and time” in contrast to 
airlines with “flight take-off time”. Next, “service (of ISPs) is determined by the 
time it takes to get on the network. Thus the request and the service happen 
simultaneously”. This stands in contrast to the airline and hotel industry with 
advanced bookings and consumption at a later stage. Finally, the authors note
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that overbooking is not an issue for ISP, again in contrast to the airline and 
hotel industry. As the authors (2002:360) note that the “paper studies optimal 
policies for allocation modems capacity among segments of customers”, it is 
arguable to call this attempt revenue management, considering the various 
definitions. ISPs so far do not consider willingness-to-pay; furthermore, they 
have a quite simple price structure and do not have the ability to segment 
markets in terms of selecting the most profitable mix. In conclusion, it is 
arguable to call this business practice revenue management as it is not in line 
with the existing revenue management definitions.
2.2.2.3.S. The Insurance Industry
Crozet (2009) has researched the application of revenue management in the 
insurance industry by focusing on pricing strategies and revenue management 
application. Although the insurance industry is subject to regulations for 
various insurance products, other products can be priced freely. Hence, 
Crozet (2009:34) identifies several factors in order to apply revenue 
management practice such as having “a fixed supply of insurance capacity 
over a period of time” and that “insurance capacity is perishable, in the sense 
that unused capital for an underwriting year cannot be transferred to the next”. 
Crozet notes that insurance companies also face fluctuations in demand over 
time, resulting either from changes in their marketing/distribution strategies or 
from shifts in the insurance cycle. By constructing revenue management 
strategies based on market conditions and expected demand, Crozet 
(2009:46) argues that “these strategies are superior to other strategies” and 
“dynamic strategies delivered better results than static ones”. Crozet 
(2009:46) reports the use of “a revenue management framework, similar to 
those developed in other industries”.
However, by considering the definition of revenue management (e.g. Cross, 
1997) it is questionable whether the proposed model should be called revenue 
management. Interestingly, so far no other researcher has focussed on this 
industry regarding revenue management application. Crozet’s study is also 
descriptive and lacks empirical evidence.
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2.2.2.3.6. Manufacturing
Hintsches, Spengler, Veiling, Wittek and Priegnitz (2010) focus on the 
potential of revenue management to be applied in the manufacturing industry, 
specifically make-to-order manufacturing (m-t-o). Indeed, the authors (2010:1) 
argue that “if the demand exceeds manufacturing capacity on a regular basis” 
companies have to “maximize the overall profit by adequately selecting the 
best orders”, thus, “this constitutes a classical environment for employing the 
techniques of RM; capacity control in particular”. Furthermore, the authors 
(2010:4) state that “most companies with m-t-o production possess 
characteristics that enable and motivate the usage of RM instruments”. Similar 
to the service industry with its capacity constraints, the authors (2010:4) argue 
that for the m-t-o industry to increase “the capacity substantially in the short 
term is not possible”. Considering the aspect of perishability, the authors 
(2010:4) argue that it is “the capacity to produce a product that perishes and 
not the product itself due to the knowledge required from the customer 
beforehand about product specifications”. So it can be said tha t. the 
manufacturing industry manages the capacity by lead time. However, there 
are also substantial differences between the manufacturing and service 
industry in terms of RM applications such as having an infinite horizon for 
production capacity where the airline industry for example has a “finite seat 
allocation period ending with a flight’s departure” (Hintsches et al., 2010:5). 
Additionally the airline industry is bound to fixed departure slots whereas 
manufacturing industry can shift their production time. Furthermore, the 
authors (2010:5) note that “as a characteristic of the m-t-o production, 
significant variable costs need to be considered, influencing the profitability of 
order acceptance”. Wang and Sun (2005:504) support this approach by 
stating “revenue management also has great potential in manufacturing 
environment”. Furthermore the authors (2005:504) differentiate between two 
types of manufacturing, such as make-to-stock and assemble-to-order. In the 
latter, which equates to make-to order, the authors find that “revenue 
management considerations are typically related to allocate undifferentiated 
units of capacity to alternative market segments of varying profitability”. Kumar 
and Frederick (2007:263) whilst researching the application of revenue 
management for a home construction products manufacturer note that “in
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theory, the revenue management concept of differential pricing should be 
applicable to manufacturing companies”. However, Kumar and Frederick raise 
the questions of market segmentation and controlling demand as open issues. 
In conclusion, the authors (2007:270) note that “using revenue management 
creates the potential to decrease inventory levels and smooth production 
variability”.
Considering the specific characteristics of these manufacturing industries, it is 
arguable whether revenue management in its existing form can be applied; 
however, a redefined model may be applied. Indeed, Voigt, Saatmann and 
Schorr (2008:435) while researching on revenue management in the German 
automotive industry, argue that “the main idea of the F IVINA approach 
(flexibility-cost oriented management of new car orders in the automotive 
industry) is based on the revenue management concept”. However, they state 
that “probably the most important difference between the two concepts lies in 
their goals. While revenue management tries to maximize the profit, the 
FMNA approach tries to optimize the degree and costs of change flexibility”. 
The authors (2008:436) borrow one element from revenue management, in 
this case the “segmentation of the customers according to their individual 
demand of change flexibility”. This is definitely not in line with existing revenue 
management definitions but it may demonstrate the attractiveness of the 
revenue management concept. The studies on manufacturing revenue 
management are also descriptive and lack empirical testing, apart from the 
study from Modarres and Nazemi (2008) who have developed a conceptual 
model for revenue management in manufacturing industry. Furthermore, the 
authors (2008:2) specify that “even though YM has been widely used in 
service industry, it needs to be redefined for decision making in manufacturing 
section”.
2.2.2.3.7. Other Non-traditional Industries
Various industries are in the process of adopting revenue management 
practices such as movie theatres, electric utilities, retailing, banking, the non­
profit sector and telecommunications industry (e.g. Oberwetter, 2001 ; Vinod, 
2005; Metiers and Varga, 1999). For example, Jallat and Ancarani (2008:466)
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have researched the application of yield management in the 
telecommunications industry, arguing that “yield management and dynamic 
pricing could be profitable applied to telecommunications and similar 
industries, under particular conditions”. Jallat and Ancarani (2008) identify 
several business conditions, suitable for the application of yield management 
such as an appropriate cost structure but also differences to traditional 
applications such as not having capacity limitations, any demand forecasts 
and a different use or consumption of the service. However, their study is 
descriptive and does not empirically test revenue management practice.
Metiers and Vargas (1999) focus on the application of yield management for 
the non-profit sector, in this case a child care center, run by a university. The 
authors (1999:215) recognize that “nonprofit firms ordinarily have strategic 
imperatives that are in conflict with profit maximization, but it has long been 
noted that many non-profit firms regularly engage in price discrimination 
among market segments to meet social goals”. Indeed, the authors 
(1999:216) note that “many nonprofit organizations meet the necessary 
conditions for yield management systems”. However, in contrast to many 
industries, applying revenue management, the non-profit sector does not 
follow the goal of profit maximisation but to achieve social goals (Metiers and 
Vargas, 1999). Furthermore, the authors (1999:224) identify that “the desire 
for a new approach (yield management) was motivated by financial distress 
but also served the purpose of creating a rationale for pricing”. Considering all 
the above-mentioned aspects, it is arguable whether revenue management is 
applicable.
Referring to the retail industry, Coulter (1999:62) argues that “yield 
management techniques may also be appropriate in certain retail settings 
where capacity (e.g. product inventory) is not necessarily fixed, but where 
decisions need to be made concerning the amount and type of inventory to 
carry, and at what price(s)”. Again, linking the retail industry back to the 
existing revenue management model it is arguable whether this concept 
should be called revenue management instead of price optimisation.
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Interestingly, a review of the existing literature on revenue management 
shows that most research still focuses on the traditional industries such as 
airlines, hotels and car rental applying revenue management. If there is new 
research on new industries applying revenue management, most work is 
descriptive and lacks empirical testing, and it is not in line with existing 
definitions of revenue management.
Clearly, analysing the above revenue management applications in different 
industry settings, more research needs to be carried out in new industries, 
specifically to empirically test the potential success of a revenue management 
application. On the other hand it also demonstrates the potential for revenue 
management applications in new industries. However, it seems that some 
authors put more emphasis on the business conditions of various industries 
and then draw the wrong conclusion if these are given that revenue 
management may be applicable.
Considering the various definitions of revenue management (e.g. Cross, 1997; 
Kimes, 1989), revenue management is more than having the appropriate 
business conditions but the opportunity to predict and manage consumer 
behaviour, apply differential pricing whilst allocating and utilising capacity in 
order to maximise revenues. Boyd and Bilegan (2003:1379) add one aspect, 
stating that “models for non-traditional applications share some similarities 
with each other and with traditional applications, but have not matured to the 
point where broadly recognized standard practices have evolved, as in the 
case with traditional applications”.
2.2.3. Similarities and Differences of Revenue Management Applications 
in different Industry Settings
2.2.3.1. External Business Conditions
In light of the existing research on revenue management, it can be argued that 
all industries applying revenue management share a variety of similarities 
such as fierce competition (e.g. Cross et al, 2011) and economic factors 
impacting consumer behaviour. It seems that competition is the driver for the 
application of revenue management practices, in both ways to manage
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capacity and to optimise pricing (e.g. Jallat and Ancarani, 2008; Lieberman, 
1991). Indeed, Kumar and Frederick (2007:257) argue that “businesses 
worldwide are under tremendous pressure to maximise revenues and 
minimise costs. Successful implementation of revenue management leads to 
strategic and competitive advantages in the marketplace by allowing 
companies to maximise revenues, minimise costs and remain price 
competitive”. Considering the adoption of revenue management in the hotel 
industry, Norman and Mayer (1997:28) note that “the hotel industry also faced 
a considerably different competitive situation than that of the airlines, making 
implementation of yield management more challenging simply because supply 
ran so far ahead of demand”.
Ng (2007:528) states that “revenue management also became increasingly 
complex due to the advent of the Internet and other advances in technology”, 
allowing inter alia “revenue management systems to be more efficient and 
responsive”. Interestingly, in contrast to the airline industry, using 
sophisticated technology which enables the industry to apply revenue 
management at its best, other industries are quite slow adopters of 
sophisticated technology (e.g. the hotel industry). This also holds true for the 
non-traditional industries such as cargo and health services.
Changes in consumer behaviour, e.g. the trend to commoditisation in many 
industries, affect the industries as well as changes in legislation. For example, 
despite the de-regulation and liberalization efforts in various countries, the 
airline industry still faces legal issues. Gorin and Belobaba (2005:2) report that 
“regulators are increasingly concerned with the effects of low-fare entry on the 
competitiveness of the airline industry”. On the other hand, some of the new 
industries such as the transportation, media and health care industries face 
similar regulatory and legislative challenges.
2.2.S.2. The Revenue Management Problem, Pre-conditions and 
Implementation
The various industries also share similarities and differences in the application 
of the revenue management model, the pre-conditions of revenue
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management, and the way revenue management is applied and implemented. 
Dana (2008:399) notes that “applications (of RM) vary significantly in the 
extent of uncertainty, the ease with which sellers can make capacity 
adjustments in response to new information, the costs associated with 
unutilized capacity, the heterogeneity of customers, the ease with which the 
firm can segment its customers, the number of unique capacity resources the 
firm must manage, and the extent to which customers consume multiple 
resources”. Thus, Dana (2008:399) warns that “many revenue management 
problems do not fit the basic framework”.
Indeed, Ng et al. (2008) note that the focus of the studies tend to be specific 
for each service or industry. In line with this, Watanabe, Yamagishi, Akasaka 
and Shimomura (2010:250) state that “a general approach to analyse and 
develop revenue models of services has not been thoroughly discussed”. 
Therefore, the authors (2010:250) argue that “as a result, it is difficult to 
perform revenue management of new services or apply existing knowledge on 
the revenue management of a certain service to another. For broader 
applications of revenue management, a general methodology is required”. 
Furthermore, Dana (2008:399) states that “the tools of revenue management 
developed in the airline industry are not always immediately transferable to 
the new settings (Industries)”. Indeed, Garrow and Ferguson (2009:280) 
report by reviewing Disney’s revenue management application, that “Disney 
has expanded the classic definition of revenue management” by focussing on 
five dimensions (such as demand, inventory, pricing, segments, and 
transactions) to apply revenue management whilst serving different industries 
such as hotel and entertainment.
In the context of non-profit industries Metiers and Vargas (1999:225) argue 
that “non-profits require specialized yield management systems due to their 
unique strategic goals. Because revenue maximisation rarely is the overriding 
concern, traditional yield management models are not entirely applicable”. 
Finally, Ng et al. (2009:7) note that research has focussed on implementation 
issues across different industries but “the influences of other contextual 
factors (culture and organisational structure) are also of importance”.
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In fact, the industries also differ in terms of pre-conditions of revenue 
management. Most researchers agree that the traditional and the new 
industries share certain pre-conditions “that make them ideal candidates for 
yield-management systems” (Kimes, 1989:15). However, every industry has 
its own specifications with respect to the pre-conditions such as the level of 
capacity constraints (e.g. hotel industry vs. ISP providers) and cost structure 
(e.g. airline industry vs. m-t-o industry). Table 5 gives an overview of the pre­
conditions in the various industries with their similarities and differences.
Table 5, Overview of Pre-conditions and Components of Revenue 
Management in different Industries
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(Source: Author)
2.2.3.2.1. Capacity Constraints
The various industries differ in terms of capacity constraints, for example 
some industries have fixed capacity such as the hotel industry which cannot 
be increased in the short term. Other industries have relatively fixed capacity 
with the possibility to manoeuvre some capacity in the short term, e.g. car 
rental businesses. Indeed, Haensel etal. (2011:2) argue that one specification 
of the car rental business is its capacity characteristic “where cars can be 
transferred between rental stations”, similar to the airline industry “when 
airplanes with different sizes can be swapped between legs of the network, or 
in cargo logistics when multiple and/or different vehicles can be assigned to 
routes”. Early research in the car rental industry was conducted on a station 
level (Geraghty and Carroll, 1997) which shows similarities to the hotel 
revenue management problem. Haensel et al. (2011:2) note that “in the car 
rental setting, the capacities are the available days of cars and the length of 
rental” whereas in the hotel industry room nights are the capacity “and the 
products are combinations of price classes, arrival day and length of stay”. 
However, the authors (2011:2) argue “within a car rental network we can 
transfer between different rental stations at very moderate costs. Also the total 
fleet can be adjusted to different market conditions by buying or selling cars. 
The possibility of controlling the flexible fleet is the major difference of the car 
rental problem to other RM settings”. Media revenue management shows 
some similarities in terms of capacity constraints, in this case “advertising 
capacity is fixed, by physical time limitations and regulations” (Araman and 
Popescu, 2008:2).
Furthermore, the authors (2008:3) argue that “several specificities differentiate 
the problem of managing media capacity from the standard revenue 
management setup. The primary source of uncertainty in traditional revenue 
management is demand”. Not so in the media industry, since demand (for the 
advertising slots) is known well in advance but not the audience at the time of 
broadcast, hence pricing is more difficult due to the so called audience 
uncertainty. Pak and Dekker (2004:1) argue in their research on cargo
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revenue management that “although a large part of the cargo capacity is 
usually consumed by shipments that are determined by long-term contracts; 
also a certain part of the capacity is generally kept available for on-spot sales 
that tend to be more profitable”. Interestingly, with regards to the 
manufacturing industry Netessine and Shumsky (2002:34) argue that 
“manufacturing capacity is as perishable as an airline seat or an advertising 
slot -  if it is not used when it is available, that opportunity to use the capacity 
is gone forever”.
Although Weatherford & Bodily (1992) argue that capacity is not necessarily a 
pre-condition for the application of revenue management, it seems that a kind 
of capacity constraint is beneficial for the industries as it forces them to focus 
on the optimal mix out of capacity utilisation and pricing. Almost all of the 
industries reviewed face different types of capacity constraints.
2.2.3 2.2. Demand Patterns
Most service sector industries face quite similar demand patterns in so far as 
they are aware that demand consists of customers with reservations or 
advanced bookings/sales and such which show up at the time of the day. 
Interestingly, some of the hospitality-related industries such as the cruise 
industry rely on advanced bookings/sales and rarely have walk-ins. Nowadays 
advanced technology and the Internet enable more industries to predict 
demand more accurately and react to it. Most of the industries applying 
revenue management face a kind of time-variable demand. For example, 
Kimes (2000:122) notes that in the golf industry “golf-course operators have to 
reckon with the length of time a party takes to play. To a degree this is 
analogous to hotels having to forecast the number of customers who will 
choose to stay an additional night without a reservation, with the difference 
being that the hotel is still selling an integral room-night, compared to the 
sometimes-unpredictable period that golfers will take to play a round”. Similar 
conditions can be found in the restaurant business where customers might 
decide to stay longer than planned.
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In contrast, the airline industry has a kind of controlled duration; customers 
usually leave the airplanes on arrival. The new industries such as health care 
and Internet service provider also face the issue of time-variable demand, 
making it more challenging to utilise capacity and optimise pricing.
2.2.3.2.S. Perishable Inventory
In terms of revenue management a product or service is perishable. This 
means that it loses its value once it is expired and cannot be sold; for example 
airline seats. Interestingly, almost all industries applying revenue management 
face the issue of perishable inventory which cannot be stored and therefore 
will expire, ending up in lost revenues. Interestingly, even the retail industry 
faces perishability. Coulter (1999:62) argues that “inventory is usually not 
perishable in the same sense as unsold seats on an airline flight however; its 
value may decline with the conclusion of a particular season associated with 
normal price usage, or with the culmination of a well-defined shopping period”.
2.2.3.2A Market Segmentation
The various industries differ in terms of market segmentation; some have 
clearly defined segments such as the hospitality industry. Other industries 
segment their markets more in terms of willingness-to-pay and other customer 
characteristics. In general, it is said that still “the common mechanism used to 
segment customers in yield-management situations is the time of purchase” 
(Weatherford and Bodily, 1992:832). The assumption is that price-sensitive 
customers make their reservation early and will accept restrictions whereas 
less price-sensitive customers wait till the very last moment to make their 
reservation. This holds true for the traditional industries whereas the new 
industries applying revenue management have developed other forms of 
market segmentation based on their specific industry-characteristics. On the 
other hand it may be argued that market segmentation per se is a marketing 
tool, meaning that the ability to segment market does not constitute revenue 
management. Lieberman (2004:96) adds one aspect, stating that “the ability 
to carry out market segmentation and offer different products and prices to 
each market has long been considered to be one of the core underlying 
principles of revenue management”.
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2.2.3.2.5. Willingness-To-Pay
Closely related to market segmentation is the concept of Willingness-To-Pay. 
Weatherford and Bodily (1992:835) argue that “in airline or hotel situations, a 
customer’s willingness to pay tends to build up as the availability date draws 
closer”. In contrast, Anderson etal. (2004:7) argue that “the car rental industry 
is not as price sensitive as the airline industry”. Kimes and Singh (2009:85) 
report that “the spa industry, like most other industries, has some customers 
who are extremely price-sensitive. Conversely, other customers may be less 
price-sensitive”. On the other hand, the new industries also have to cope with 
price-sensitive customers and non-price-sensitive customers though some 
industries such as the media industry and cargo industry focus only on 
business-to-business. The health care industry has to deal with government 
funding and to a lesser extent with customers themselves; hence willingness- 
to-pay may not apply so far for this industry. Again, it may be argued that 
almost all industries face the concept of willingness-to-pay; hence this alone 
does not constitute revenue management.
2.2.3.2.6. Cost Structure
The theory is that revenue management works best for businesses having a 
“cost structure that features high fixed costs and fairly low variable costs” so 
that they “must generate sufficient revenue to cover variable costs and offset 
at least some fixed costs” (Kimes, 2000:121). This is the case for almost all 
industries applying revenue management such as for example airline, hotel, 
health care and other industries. The m-t-o industry is the exception with 
relatively high variable costs.
2.2.3.2.7. Transaction Volume
Interestingly, there are huge differences within the various industries in terms 
of transaction volume. For example, the airline industry has a huge amount of 
transactions on a day-to-day basis while the media industry or the cargo 
industry has just a few transactions. In the most extreme case the apartment 
industry might have just a few transactions a month. Indeed, Lieberman 
(2004:96) argues that “for companies in these industries (with low transaction
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volume such as apartment rental and healthcare) to reap satisfactory benefits, 
however, their revenue management programmes and systems may need to 
be designed quite differently”. Clearly, low transaction volumes do not “offer 
good forecasting environment” (Lieberman, 2007:1). However, Lieberman 
(2004) argues that despite the fact that transaction density enables revenue 
management practice, the application of both the strategic levers of capacity 
control and pricing will work even without a huge volume of transactions.
22.3.2.8. Timeline
An interesting aspect in the application of revenue management may be 
based on the timeline in terms of pre- and post-purchase timing and use of the 
product, e.g. a customer in the airline industry normally spends just a short 
time, consuming a flight. Even when the pre-booking and post-consumption 
time is included, the timeline is quite short. In contrast, insurance and the 
education industry have a much longer timeline, up to years, starting from the 
booking/purchase-decision process to the consumption and ending up with 
the post-consumption stage. This may have greater implications for pricing as 
well on capacity allocation than in the other industries. Berman (2005:171) 
adds another aspect, classifying “service industries by two important 
dimensions that are related to yield management: the time interval between a 
consumer’s making a reservation and the time the service is delivered and the 
level of the consumer commitment”. If there is long time period between the 
reservation and delivery, then yield management will work at its best. Berman 
(2005:171) concludes that “in this instance, marketers have the longest time 
frame for revising price levels and have a high degree of confidence that a 
consumer’s reservation will actually result in a purchase”. However, this 
aspect has not been included by revenue management researchers into pre­
conditions of revenue management.
2.2.3.2.G. Other Factors
One important aspect which could be taken into account is the acceptance of 
revenue management. It is well established in the airline industry where “such 
activities are widely accepted” (Selmi, 2010:245), whereas for example in the 
hotel industry customers still feel alienated by revenue management practice.
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Therefore, it may be concluded that the longer an industry has already applied 
revenue management, the higher the acceptance (e.g. Kimes & Wirtz, 2003). 
Selmi (2010:245) supports this thought, by arguing that “some recent 
investigations suggest that customers' reactions depend more on the context 
in which YM gets implemented. For example, the industry might influence 
perceptions of price differences”.
Every industry has its own characteristics, asking for certain adjustment of the 
revenue management model. For example, the hotel industry faces more 
specific problems if it comes to revenue management, such as group 
bookings, and the so-called multiplier effect. Referring to the latter, Kimes 
(1989:18) argues that “rooms are certainly not the only thing sold in a hotel”. 
Ancillary revenues can be generated from food and beverage operations, 
function space, spa and car park business. Group bookings are quite unique 
for the hospitality industry, such as for hotels and restaurants, whilst having an 
impact on capacity utilisation and pricing (Anderson and Xie, 2010). Groups 
normally request discounted prices but bring in volume and have longer 
booking lead times with the risk of late cancellations or arrivals in lower 
numbers than planned.
Furthermore, industries differ in terms of product variety, meaning some 
industries such as hotels, restaurants and health care offer a wide range in 
contrast to the airline industry for example with essentially just one product, a 
seat. However, increasingly, when booking an airline seat on-line, one is 
offered insurance, car hire, hotel, etc.
Another aspect where industries differ is based on the skills and expertise of 
the revenue management team. The airline industry employs highly skilled 
experts in the field whereas industries such as restaurants, golf and health 
care are just starting their efforts in terms of hiring specialists. Closely linked 
to this aspect is the organisational structure of the businesses. The airline and 
car rental industry have centralised functions, managing revenue 
management whereas the majority of the other industries are still de­
centralised and revenue management is mostly executed at the property level.
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Another difference is that some industries serve different markets, for example 
they operate in business-to business markets such as the media and the 
cargo industry with strong bargaining power on the customer side (e.g. Chiang 
etal., 2007).
2.2.3.3. Revenue Management Components and Tools
The various industries also differ in the way they apply and implement 
revenue management such as for example the use of variable pricing and 
practice of overbooking and demand forecasting. Indeed, Ng, Harrison and 
Akroyd (2009:4) note that “revenue management practices can either be used 
tactically to identify opportunities for revenue improvements or to be seen as a 
strategic tool from which other tactics can be built around”.
2.2.3.3.1. Capacity Management
In terms of capacity and inventory control, industries differ in terms of being 
able to control inventory and predict duration such as the airline industry or 
having unpredicted duration such as the health care industry. Kimes and 
Chase (1998:160) address this issue by recommending that “if managers 
want to increase control over duration, they can redefine their definition of 
duration, reduce the uncertainty of arrival, reduce the uncertainty of the 
duration, or reduce the amount of time between customers”. However, Chiang 
et al. (2007:107) state that “in the airline industry, capacity control is often 
referred to as seat inventory control”. Hotels and airlines also face the issue of 
allocating certain volumes of inventory to third-party intermediaries for 
distribution, which is unique in contrast to other industries which are not 
relying that much on distribution partners.
2.2.3.3.2. Pricing
In terms of pricing strategies the industries differ to a great extent. The airline 
industry uses sophisticated technology and dynamic pricing, but has also the 
marketing power and the business conditions, such as quite limited supply, to 
perform so. On the other side, the customers in the hotel and restaurant 
industry have “more choices of accommodation than do would-be fliers”
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(Withiam, 2001:6), thus, pricing depends very much on the degree of 
competition. Hanks, Cross and Noland (2002) argue that the hotel industry 
borrows some kind of revenue management practice such as advanced 
purchase discounts, refunds and fenced rates. All industries practising 
revenue management apply different types of variable pricing though.
2.2.3.3.S. Demand Forecasting
Whilst the airline industry is said to be leading in demand forecasting, other 
industries lag behind or even cannot forecast demand such as Internet service 
providers (e.g. Jallat and Ancarani, 2008). However, forecasting alone does 
not mean revenue management application. Almost all industries forecast 
demand to a certain extent but the industries applying revenue management 
use forecasting to link it to price discrimination and capacity allocation. 
However, Lieberman (2004:94) criticises that “in many cases, these industries 
(applying revenue management) do not provide good environments for 
demand forecasting, and explains that “in particular, the volume of 
transactions is apt to be much lower than what has proved suitable and 
desirable for standard forecasting purposes”.
2.2.3.3A Overbooking
Klophaus (2006:185) argues that “common wisdom in airline RM holds that 
selling more seats than the capacity on a given flight is the only way to 
compensate for passengers failing to show up at departure, causing loss of 
revenue due to empty seats”. Similarly, the hotel industry applies overbooking 
though not all industries can apply overbooking due to the very special nature 
of its business such as the media industry. Interestingly, though “overbooking 
has been the foundation of revenue management” (Bobb and Veral, 
2008:294), it has less importance in the new industries than in the traditional 
industries.
2.2.4. Summary of Findings and Development of Typology
In this section, the author has investigated the application of revenue 
management in different industry settings. It can be said that most industries 
share some similarities in the pre-conditions for revenue management to a
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certain extent, such as for example capacity constraints. Differences are 
based on the fact that each industry has its own specifications, such as for 
example the health care industry having limited ability to segment markets, 
which may force any industry to adjust or even to redefine the' traditional 
revenue management model. Industry-specific characteristics also affect the 
application of revenue management such as the focus on business or 
consumer markets or the organisational structure of an industry. For example, 
airline and car rental businesses have a centralised structure, allowing for a 
better adoption of revenue management whereas the hotel industry for 
example has a de-centralised structure. Indeed, Anderson and Xie (2010:57) 
state that “consequently, each property’s application of RM is relatively 
customized and hotels are concerned about losing their proprietary 
information to other organisations”.
Other differences are due to the degree of revenue management application 
and implementation, from a very sophisticated form in the airline industry to a 
slow adopter in the restaurant industry. Indeed, Dana (2008:399) argues that 
“new applications of revenue management techniques are appearing in 
almost every industry, existing applications are rapidly changing, and the tools 
of revenue management developed in the airline industry are not always 
immediately transferable to these new settings”. Furthermore, Dana 
(2008:399) notes that “applications vary significantly in the extent of 
uncertainty, the ease with which sellers can make capacity adjustments in 
response to new information, the costs associated with unutilised capacity, the 
heterogeneity of customers, the ease with which the firm can segment its 
customers, the number of unique capacity resources the firm must manage, 
and the extent to which customers consume multiple resources”.
Considering these aspects, it looks as if the existing revenue management 
definitions do not fit; hence a redefined model may have to be developed for 
the various applications of revenue management in new industries.
When it comes to the point to discuss a revenue management application 
within the range of definitions of revenue management (e.g. Cross, 1997), the
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findings show somewhat contradictory results. As Dana (2008:399) states 
“many revenue management problems do not fit the basic framework”. Clearly 
many industries are interested in the concept of revenue management. In fact, 
Cross et al. (2011:9) argue that “the discipline has grown significantly beyond 
its original concept as a means of controlling inventory and is now considered 
by many firms as an indispensable part of their marketing and operating 
strategies”. And Ng et al. (2007:189) argue that “the practice and research of 
revenue management is under pressure to broaden its focus”. These 
statements may be interpreted such as showing more flexibility in the use of 
revenue management practice.
However, then the question may arise of the essence of revenue 
management. Are any new applications of revenue management still fitting 
the original concept of revenue management, based on the definition of Cross 
(1997:33) defining revenue management as being “the application of 
disciplined tactics that predict consumer behaviour at the micro-market level 
and that optimize product availability and price to maximise revenue growth”? 
Indeed, it looks like some revenue management applications are more based 
on the concept of capacity management such as in the healthcare industry or 
demand management. On the other hand revenue management is “often 
incorrectly confused with time-based price discrimination, a much simpler 
pricing technique” (Berman, 2005:170). Even if the various industries seem to 
fit with the pre-conditions of revenue management such as ability to segment 
markets, capacity constraints and so on, that does not mean necessarily that 
they are applying revenue management.
Other academics in the field of revenue management have added conditions 
which enable revenue management such as use of technology, transaction 
volume and willingness-to-pay. However, not all industries fulfil these criteria, 
instead it looks as if some authors do not understand the concept of revenue 
management and incorrectly name it that way. Indeed, Watanabe et al. 
(2010:250) state that “it is difficult to perform revenue management of new 
services or apply existing knowledge on the revenue management of a certain 
service to another".
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2.2.4.1. Development of Typology
Based on the discussion in the literature review it is clear that the application 
of revenue management in different industries needs a typology in order to put 
a structure in place. Table 6 displays the developed typology.
Table 6, Typology of Revenue Management
Type RM Type A RM Type B, RM Type C RM Type D
tight RM, all pre­
conditions fulfilled + 
in line with the RM  
definitions (Cross, 
1997)
relaxed RM, not all 
pre-conditions fulfilled 
+ partially in line with 
RM  definitions
loose RM, just fit to 
some pre­
conditions + and 
partially in line with 
R M  definitions
under investigation
Industries Traditional Industries Non-traditional
Industries New Industries
Airlines, Hotels, Car 
Rental
e.g. Restaurants, 
Golf, Spa
e.g. Health care, 
Internet Service 
Provider
Pre-conditions
Capacity constraints in 
short term (e.g. Kimes, 
1989)
Given Given Partially given
Perishability (e.g. 
Kimes, 1989) Given Given Given
Appropriate cost 
structure (e.g. Huefner 
and Largay-lll, 2008)
Given Given N/A
Ability to segment 
markets (e.g. Kimes, 
1989)
Given Given Partially given
Fluctuating and time- 
variable demand (e.g. 
Kimes, 1989)
Given Given Partially given
Advances sales /  
bookings (e.g. Ng, 
2007)
Given Partially given Partially given
Transaction volume 
(e.g. Lieberman, 2004) Given Low to Medium N/A
Freedom of action (e.g. 
Netessine and 
Shumsky, 2002)
Given Given Partially given
Service industry (e.g. 
Netessine and 
Shumsky, 2002)
Given Given Given
Components/ 
Strategic Levers
Pricing Applicable Applicable Partially given
Capacity Management Applicable Applicable Partially given
RM tools applied
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Overbooking (e.g. 
Klophaus, 2006) Applicable Applicable to a  certain extent Partially given
Forecasting (e.g. Jallat 
& Ancarani, 2008) Applicable Applicable to a  certain extent Partially given
Market
segmentât! on/W-T- P 
(e.g. McMahon- 
Beattie, 2000)
Applicable Applicable Partially given
Targeted pricing/Rate 
fencing (e.g. Hanks, 
Cross & Noland, 2002)
Applicable Applicable Partially given
Use of Management 
information system 
(e.g. Coulter, 1996)
Applicable Applicable Applicable
Other Factors
Timeline (e.g. Berman, 
2005) Applicable Applicable to a  certain extent Partially given
(Source: Author)
The author of this thesis argues that the application of revenue management 
should be considered in terms of the pre-conditions, components and tools 
used and whether the application is in line with the definitions of revenue 
management. On purpose, external conditions have not been considered as 
the review of different industries has shown that market forces such as 
competition and so on impact the industries more or less at the same level. 
Indeed, Dana (2008:399) argues that the applications vary in many industries 
due to the ease of capacity adjustments, differences in market segmentation, 
cost structure and so on and therefore “many revenue management problems 
do not fit the basic framework”.
It might be argued that revenue management is an established business 
discipline in lots of industries where “competitive pressures and the need for 
profitable growth spurred innovative thinking” (Cross et al., 2011:9). 
Therefore, the review of the application of revenue management in various 
industries is promising even it is unclear whether this practice should be called 
revenue management. Indeed, Chang et al. (2007:116) state that “it is 
possible for them (service industries, even manufacturing) to improve their 
revenues and profit from an appropriate application of revenue management”. 
In fact, more industries are on the way to adopt revenue management 
practices, but a discussion should be started on the appropriateness of the 
concept and the need for a re-definition of revenue management. Modarres
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and Nazemi (2008) argue that revenue management needs to be redefined 
for new industries. Generally, the review of the literature demonstrates a 
grade of inconsistency in the application of revenue management; so for 
example different academics use different terminology for the same content. 
Furthermore, it must be also stated that not only are more studies within one 
industry needed but also more empirical testing of the success of any revenue 
management application in a new industry.
Developing the typology, the author of this thesis has derived the different 
components and the different industries from the existing literature review on 
revenue management. Before that, the author argues that any application of 
revenue management should fit either completely or partially with the 
definition of revenue management as defined by Cross (1997:33) stating that 
revenue management is “the application of disciplined tactics that predict 
consumer behaviour at the micro-market level and that optimize product 
availability and price to maximise revenue growth”.
Firstly, the pre-conditions of revenue management have been discussed by a 
variety of researchers who argue that in order to apply revenue management, 
a business has to meet certain pre-conditions such as being a service industry 
(Netessine and Shumsky, 2002), perishability (e.g. Coulter, 1996), meaning 
once the time of service expires, the revenue opportunity is gone, there are 
capacity constraints (e.g. Weatherford and Bodily, 1992) making it extremely 
expensive to add an additional unit in the short term, appropriate cost 
structure (e.g. Huefner and Largay-lll) that high fixed costs and low variable 
costs create an opportunity for profit to be highly sensitive to change in sales. 
Furthermore, the ability to “segment markets ensure that the firm is able to 
discriminate on prices” (Ng, 2007:541). Other pre-conditions are that of 
fluctuating and time-variable demand (e.g. Kimes, 1989), advanced sales (Ng, 
2007), thus, allowing for price discrimination and transaction volume (e.g. 
Lieberman, 2004), enabling increased accuracy in forecasting. Freedom of 
action has not been included as this aspect was discussed only by Netessine 
and Shumsky (2002).
78 © Detlev Remy
Secondly, Kimes (1998) argues that the application of strategic 
levers/components of revenue management such as pricing and duration 
control/capacity management are necessary to operate revenue 
management Supporting this, McGuire and Pinchuk (2009:3) argue that 
“revenue management techniques are based on manipulating two strategic 
levers: price and duration”.
Thirdly, the following revenue management tools have been acquired by the 
existing research on revenue management, forecasting, overbooking, market 
segmentation including willingness-to-pay, target pricing and having a 
management information system are said to be key principles of revenue 
management (e. g. Chiang et al, 2007). Indeed, Ng (20007:525) argues that 
“practitioners of revenue management use tools such as targeted pricing ....so 
that the limited capacity of the firm is sold at the highest possible price”. 
Furthermore, predicting demand, utilising capacity and breaking down the 
market into segments based on their willingness-to-pay and price accordingly 
are the core of revenue management.
Fourthly, the required level of achievement to be attained, e.g. applicable, 
given, low, etc. is based on the analysis of the different industries in the 
previous section. The type 'A ' industries do have all pre-conditions (described 
as ‘given’), and use all tools and strategic levers/components of revenue 
management. Industries located in the typology 'B ' such as spa, golf and 
restaurant industries, do have almost all pre-conditions but face low to 
medium transaction volume, meaning fewer bookings per day due to the 
volume of the business (e.g. spa) and do not always have advanced bookings 
(e.g. restaurants). Analysing the use of strategic levers and tools, most of 
these are in use, with the exemption of limited use of forecasting (e.g. 
restaurants) and overbooking (e.g. cruise industry).
Industries in type 'C', which are classified to apply a kind of loose revenue 
management practice, do not fulfil all pre-conditions, either having just limited 
ability to segment markets (e.g. health industry) or not having the appropriate 
cost structure (e.g. m-t-o industry). Other pre-conditions are also just partially 
given such as capacity constraints (e.g. m-t-o industry), freedom of action and
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advanced bookings/sales (e.g. health industry). In terms of use of strategic 
levers/components and tools, some kind of price discrimination and capacity 
management can be applied (e.g. Internet service provider). Forecasting and 
target pricing accompanied by rate fencing can be observed (e.g. media 
industry), whilst overbooking is in most cases of the type 'C ' industries not 
applicable (e.g. health, media and apartment industry) due to the nature of the 
product.
Reviewing the typology, the question may be raised of the exact differences of 
type 'B ' and 'C '. Type 'B ' industries are mainly hospitality-related and 
transportation-based. Therefore, these industries have borrowed rich 
expertise from the traditional industries such as airline and hotel, applying 
revenue management for a long time.
Based on the typology developed, it is now possible to discriminate between 
the industries which apply or claim revenue management practice. There is a 
common agreement amongst the revenue management researcher 
community that the airline, hotel and car rental industries apply to the fullest 
extent revenue management, by fulfilling all pre-conditions as discussed in the 
existing revenue management literature as well as are in ’sync' with the use of 
strategic levers and tools of revenue management, hence these industries can 
be classified in type 'A '. Then, the next type B' is based on the so-called 
non-traditional industries which face similar characteristics such as having 
almost all pre-conditions but do not apply all revenue management tools, such 
as for example overbooking in the cruise industry. Examples for this type B' 
are the cruise and golf industry.
Type 'C ' would incorporate all other industries which claim to apply revenue 
management practice. In fact, it might be called loose RM, as the applications 
just fits to some pre-conditions of revenue management such as having 
perishable products and capacity constraints. Moreover, these industries can 
neither apply strategic levers such as variable pricing to the full extent nor all 
revenue management tools such as differentiating customers in terms of 
willingness-to-pay. The type has been created for a possible application of
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revenue management in for-profit higher education and will be analysed 
hereafter.
In the next chapter the author will investigate higher education, with a special 
focus on the nature of the product, the economics of higher education, its 
pricing and capacity management in order to achieve the research objectives.
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Chapter 3 Literature Review of Higher Education
3.1. Introduction to Higher Education
Higher education goes back to medieval origins. However, Hooker (1997:1) 
argues that “there is still debate about exactly where higher education's 
history began. Irrespective of whether it was in Paris, Oxford, or Bologna, 
historians agree that it began at the start of the 13th century”. Referring to the 
idea of higher education, Hooker (1997:1) states that “fundamentally, higher 
education is still a process of imparting knowledge by means of lectures to 
those who want to acquire it”. Similarly, Barnett (1997:19) states that “the idea 
of higher education has ...developed over time, emerging from its institutional 
forms in classical Greece and in the Middle Ages, to be articulated in written 
form in successive versions in the nineteenth and twentieth centuries”. 
Furthermore, “several dominant themes emerge as constitutive of the 
medieval idea of higher education. They include a participative approach to 
learning and inquiry, a collaborative form of internal government, institutional 
autonomy, institutions being open to all-comers, and a belief in the value of 
study in itself tempered by a critical discourse”. Jasper developed in 1923 his 
idea of modern higher education which should have “four main functions: 
research, teaching, a professional education and the transmission of a 
particular kind of culture” (Barnett, 1997:21). However, Barnett (1997:22), 
considering Jasper’s background as philosopher, notes that his ideas have 
been embedded in his view of a modern society and “what it meant to be a 
person in modern society”.
Analysing the actual development of higher education, Barnett (1997:25) 
states that “having expanded the (university) system very rapidly and 
dramatically, it came to have doubts about both the economic value of higher 
education, and in the wake of the radical movement, its wider social value”. 
Clearly, in a world dominated by the actual market-oriented economic system, 
almost every public institution will be asked to demonstrate its value for 
society, with “emphasis on value-for-money, accountability, planning, 
efficiency, good management, resource allocation, unit costs, performance
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indicators and selectivity” (Barnett, 1997:25). No wonder that the higher 
education industry is subject of various research interests, inter alia due to 
changes within the education industry and increasing external pressure by 
society, governments and the public. Indeed, Sav (2004:607) states that 
higher education is “a complex industry that has undergone significant 
changes”. Similarly, Weisbrod, Ballou and Asch (2008:1) argue that “higher 
education today is caught up with conflicting political pressures that are 
increasingly relying on it to solve economic and social problems”. Various 
academics have researched the higher education industry, with a focus on 
economics (e.g. Koshal and Koshal, 2000), pricing (e.g. Dotterweich and 
Baryla, 2005), facilities utilisation (e.g. Coats, 1995) and for-profit higher 
education (e.g. Fried and Hill, 2009).
3.1.1. Overview of Higher Education
The education industry is influenced by social, cultural, economic and 
academic drivers (Knight, 2004). According to Marginson (2003:31) the 
education industry is moving in the direction of marketization and becoming 
more profit-driven. In fact, Dill (2003:2) explains marketization as “the 
increasing influence of market competition on academic life”. Sigala and 
Baum (2003: 369) support this by arguing that the traditional education sector 
is forced to adapt to the changes of increased competition and the trend 
towards private universities and colleges.
3.1.2. Characteristics of Higher Education
3.1.2.1. Mission and Goals
Pettersen and Solstad (2007:134) state that “higher education institutions are 
knowledge-intensive organisations, characterized by ambiguity and 
interdependence”. Barnett (1997:7) describes higher education as “more than 
just a sub-set of the education system. There are certain values and aims 
which are intrinsic to educational processes and which warrant the description 
of higher education”. The author (1997:7) notes that “until recently, higher 
education in the UK was provided almost entirely by universities”. However, 
this has changed not only in the UK but also in other countries due to the 
development of polytechnics, colleges and other institutions offering higher
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education. A good example is hotel schools, providing higher education by 
delivering highly specialised curricula with the sole focus on hospitality 
management. Another characteristic of higher education is the fact that the 
clients are “adult and attend voluntarily”. Furthermore, higher education 
“clearly stands in a close relationship with research” (Barnett, 1997:7). 
Interestingly, even teaching schools such as for-profit hotel schools nowadays 
put more focus on research activities. An explanation for this phenomenon 
may be that schools want to attract more highly qualified faculty, hence 
improving the perceived quality of their institution. Barnett also notes that “a 
final matter underlining the particular character of higher education is 
connected with its relationship with the wider society”. Furthermore, “the 
education system of a modern society can be understood as an institution 
whose functions include its capacity to reproduce its host society, both 
economically and culturally” (Barnett, 1997:8). Hence it can be argued that 
higher education is asked not only to serve society but also demonstrate 
accountability along with access and affordability. Indeed, Barnett (1997:11) 
states that “particularly, but not only, in the UK, higher education has enjoyed 
a large measure of autonomy, ever since its medieval origins. But that 
relationship has developed considerable tensions, as higher education has 
been swept up by the state”. Collis (2002:48) states that “education plays a 
more important role in society than that of just another business. The notions 
of service, academic freedom, and social responsibility alone set it apart from 
other industries”.
3.1.3. Higher Education in the Context of Service Industries
Rothschild and White (1995:574) consider another aspect of higher education 
by stating that “colleges and universities provide human capital as outputs, 
and students -  individually and collectively -  are clearly inputs into the 
production process. The presence of some types of students may influence 
the output received by other students”. The authors develop their idea from a 
typical characteristic of many service industries where other customers are 
part of the experience. Similarly, Zafiropoulos and Vrana (2008:34) argue that 
“higher education is a service since it exhibits all the classical features of 
services: it is intangible and heterogeneous, meets the criteria of inseparability
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by being produced and consumed at the same time, and satisfies the 
perishability criterion”. However, Fried and Hill (2009:37) while analysing the 
for-profit industry with a focus on the United States, argue that despite higher 
education having certain aspects in line with traditional service industries, 
higher education is unique in so far as “the consumer is the major raw 
material in the process”, hence the output is affected by the “quality of the 
input (matriculating student)” (2009:37), and of other students and faculty. 
Next, the result of the output is “driven largely by the efforts of the consumer” 
(2009:37).
Zafiropoulos and Vrana (2008:34) also raise the question of the customers in 
education, arguing that there is a variety of customers such as the students 
themselves, who consume the service, the parents as the ones who pay the 
bill, the industry hiring the graduates, and the “faculty members as customers 
who teach students the knowledge needed to perform the job”. Another issue 
is the “post-consumption of the degree” (Fried and Hill, 2009:37), based on 
the access to alumni or that employers recognise this institution favourably. 
Close to this issue is the fact that the service bought, is consumed right now 
but the value appears at a later stage in contrast to many other service 
providers. In line with the characteristics of services, education is intangible; 
“one cannot put one hand on education and assess the quality of the product 
as may be done with more tangible goods. Much like dining out at a 
restaurant, evaluating the quality of an educational product is driven primarily 
by consumption” (Fried and Hill, 2009:37). Another characteristic is that most 
consumers buy an educational product once in their life, and it is a “large 
(both in dollars and time) purchase ...with lifetime implications” (Fried and Hill, 
2009:37).
Quality is seen as an important factor in the decision-making process of 
students. Dotterweich and Baryla (2005:376) argue that “high non-resident 
tuition might be perceived as a signal of high quality that results in a higher 
income stream upon graduation”. Moreover, Ho and Wang (2011:69) argue by 
researching the pricing of Taiwanese Universities that “there exists an 
interactive relationship between pricing and quality”. In fact, Winston
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(1999:21) argues that “it seems useful if crude to think of student quality in 
terms of intellectual/academic abilities and of school quality as dependent on 
expenditures per student and average peers”. There are some academic 
debates about performance indicators (e.g. Umayal Karpagam and Suganthi, 
2010) but most are based on enrolment figures and graduation rates. Other 
ratios such as admissions and retention rate are rarely discussed though their 
impact on finance might be substantial. In terms of external factors affecting 
the higher education industry, one has to consider “supply and demand 
conditions, such as the characteristics of (competing) providers, the power of 
clients (students) and the socio-economic situation in which they operate” 
(Duczmal, 2006:50).
As the research focus is on the higher education industry and the chosen 
case in this thesis is an American for-profit higher education organisation with 
branch campuses in Europe and elsewhere, it makes sense to analyse both 
American and European university systems, in order to get a better 
understanding of the differences and similarities.
3.2. Higher Education in the United States
Whalen (2004:3) reports various differences between European and American 
universities such as the strong affiliation of European universities with 
government organisations, “either through ministerial direction or de facto 
control exercised via government funding”, and the outstanding quality and 
recognition of American universities. Furthermore, Whalen (2004:3) notes that 
“the United States enjoys a heterogeneous mix of public and private, for-profit 
and non-profit entities delivering educational services for highly targeted 
segments of society”. Next, the author (2004:4) states that “there is relatively 
minimal government interference in the academic programs of these 
organisations”. Furthermore “the U.S. has been liberal in its approach to 
higher education, allowing each institution to chart its own financial course” 
and “historically, American society has been willing to allocate sufficient 
funding from a variety of sources to maintain and enhance academic quality in 
higher education”. In conclusion, the author (2004:4) claims that “these factors 
result in a system that is organic rather than planned, adapting, albeit
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gradually, to change and market conditions and allowing program 
development and curriculum transformation based on faculty design and 
student demand".
Eckel and King (2004:19) note that “US higher education borrows its structure 
from both the British undergraduate college and the German research 
university, but its character is profoundly influenced by three major 
philosophical beliefs that shape American public life”. The authors (2004:1) 
identify the beliefs as based on the idea of limited government and freedom of 
expression, linked back to Jefferson, capitalism and the “belief in the 
rationality of markets, ...and the widespread commitment to equal opportunity 
and social mobility”.
In conclusion, Eckel and King (2004:19) state that “in many ways, the 
American system of higher education is unique in the world. In its size, 
diversity of institutions and students, freedom of government controls, and 
reliance on market forces, it is without peer”. However, the authors (2004:19) 
agree that “higher education systems around the globe are struggling with 
many of the same issues as the United States and are exploring similar 
strategies, such as imposing tuition fees to create greater access while 
instituting student aid programs, creating a credit system to facilitate student 
mobility, and standardizing degree programs”. Indeed, it must be noted that 
despite the differences between American and European higher education, 
they also have many similarities: public debate about access and affordability, 
discussions about the rise in tuition fees and financial pressure such as lack of 
funding.
3.3. Higher Education in Europe
Despite its long history, higher education in Europe was not uniform in the 
past; each country has had its own systems in place due to “different national 
traditions and structures as well as different social and political realities” 
(Munar, 2007:75). One of most important developments in recent times is the 
so-called Bologna Process, started in 1999, aiming to “encourage the 
convergence of education and administrative systems in the 45 countries (of
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Europe)” (Munar, 2007:75). Analysing university management Kehm and 
Lanzendorf (2007:154) note that “in recent decades, the regulatory 
frameworks for academic work in universities in Europe have been 
undergoing substantial changes”. Furthermore, “the growing demand for 
higher education and the increasing relevance of higher education in the 
knowledge society, as well as decreasing public budgets have led to the 
efficiency and accountability of universities becoming key concerns of higher 
education policy”.
3.3.1. Higher Education in the UK
Glass, McCallion, McKillop, Rasaratnam and Stringer (2009:250) describe the 
UK higher education system as “consisting of three divisions, as given by (i) 
universities with very evident research strength ..., (ii) universities with very 
little research capability and a strong teaching-emphasis .., and (iii) 
universities with an 'in-between' research and teaching emphasis”. Deem 
(2004:108) notes that the “UK system of higher education in 1960 was a 
largely publicity-funded system” and “the role of higher education was not 
significantly questioned by government”. Indeed, “academic knowledge work 
was largely unregulated except internally by universities themselves, and 
decision-making involving collegial committees of groups of academics was 
widespread” (Deem, 2004:108). However, with the change of government in 
the late seventies Deem (2004:109) states that “UK higher education has 
been the subject of a series of direct and indirect modernisation endeavours 
by government and university funding bodies”, hence “this approach to higher 
education places considerable emphasis on culture change and the need to 
overtly manage academics and academic work in the context of further 
marketisation of publicity-funded education”. In fact Deem (2004:109) notes 
that this development has had implications such as for students that “since 
1998, almost all undergraduate students have paid standard tuition fees and 
means-tested maintenance grants for accommodation and subsistence were 
discontinued”. Similarly, Oduoza (2009:133) states that “for many years, UK 
universities have had to face the pressures of a contraction in funding and an 
expansion in student numbers. In addition, the university sector has been 
subject to major structural changes and has had to absorb additional costs
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associated with attempts to assess the quality of teaching and research”. 
Moreover, Berry has already noted in 1994 a trend towards a mass education 
system, forcing UK universities to make fundamental changes. Similarly 
Greenaway and Haynes (2003:10) argue that “the higher education 
marketplace in the UK changes profoundly, with the pace of change 
accelerating dramatically over the last decade”. The authors (2003:150) 
specify the reasons such as “a threefold increase in the numbers of 
universities since the 1960s, ...a growth in consumers which outstripped the 
growth in providers, ... an irrevocable change in the balance between public 
and private funding, ...and despite a trend decline in public funding, a 
dramatic increase in regulation and compliance requirements”.
The latest figures for UK Higher Education show that “there were 2,493,415 
students enrolled.., the total income of UK higher education institutions was 
£26.8bn, while expenditure was £25.9bn. The largest contribution to income 
came from funding body grants (£9bn) followed by tuition fees and 
educational contracts (£8,3bn)” (The Marketer, 2011). However, the UK 
government has announced cuts of up to 40 per cent over the next four years, 
and student fees rose from September 2012, so that “some students will be 
expected to pay fees of up to £9,000 a year” (The Marketer, 2011).
3.4. Non-Profit Higher Education
Higher education is still dominated by non-profit education institutions. Their 
characteristics are that they are publicly funded, not obliged to pay taxes and 
“their cost of capital is much lower because the bulk of their capital was 
donated or provided by the state” (Fried and Hill, 2009:38). Despite these 
advantages, non-profit institutions face various challenges. First of all, internal 
constraints such as institutional autonomy might hinder developments or 
changes and secondly, the external pressure for accountability, access and 
affordability will increase. Moreover, the practice of managing non-profit 
institutions “without much concern for cost so long as they can get someone 
else to pay ultimately the bill” (Fried and Hill, 2009:38) is not very effective in 
the long-term. Even if these institutions are making profits, Fried and Hill 
(2009:38) criticise that these are spent “to subsidize research and money-
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losing, low-enrolment majors”. Winston focuses on various aspects which set 
non-profit education apart from commercial business such as “the asymmetry 
of information”, making it “impossible to draw up a contract that guarantees 
that the expected quality in all its dimensions will be provided” (Winston, 
1999:14). However, it must be said that this holds true for all educational 
organizations whether non-profit or for-profit. Another aspect is the fact that 
“managers (in non-profit higher education) appear motivated by ...a general 
goal which in practice means maintaining or improving the quality of the 
educational services they supply and the equity with which they are provided” 
(Winston, 1999:14). Lastly, “in sharp contrast to the business firm, donative- 
nonprofits can and do subsidize their customers, selling them a product at a 
price that is below the costs of its production” (Winston, 1999:17). However, 
the increased pressure from governments and the public may force non-profit 
education to adapt or change their existing models in order to keep pace with 
challenges of the future.
3.5. For-Profit Higher Education
Some research has been conducted on for-profit higher education in various 
countries but the main focus is still on for-profit education in the United States 
(e.g. Fried and Hill, 2009; Coleman and Vedder, 2008; Levy, 2006) and some 
European countries (Duczmal, 2006). Other regions or countries are less 
researched so far. More recently, Reisz and Stock (2012) have conducted 
research on the relationship between private higher education and economic 
development. Levy notes that “it is a mistake, however, to assume that public 
higher education is old while private higher education is new. A reasonable 
distinction between private and public is mostly a product of the last two 
centuries, particularly related to a separation of church and state” (Levy, 
2006:2). Indeed, Coleman and Vedder (2008:5) have discussed for-profit 
education with a focus on the United States, arguing that “for-profit higher 
education is not new. In fact, the profit motive has played an important role in 
providing higher education since the Golden Age of Greece”. The 
development of for-profit higher education was not always straightforward, 
“wiped out during the Middle Ages”, but since then “for-profit education 
underwent a renaissance”, and “for-profits are stepping in to meet market
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demands their highly subsidized counterparts have chronically failed to 
satisfy” (Coleman and Vedder, 2008:5). For-profit education demonstrates 
high growth rates though Coleman and Vedder (2008:5) argue that “this high 
rate of growth has also been accompanied by highly volatile enrolment 
trends”.
By focussing on the differences between for-profit and non-profit education 
institutions, Coleman and Vedder (2008:11) argue that the most important part 
is the balance sheet as “for-profits exist explicitly to make money for their 
investors. Additionally, for-profit colleges are subject to corporate taxes and 
regulatory bodies ... and receive little, if any, direct government support”. In 
line with this, the authors (2008:13) claim that “for-profits typically use fewer of 
society’s resources to educate a student than alternative forms of education”.
An interesting aspect of comparing for-profit and non-profit education is the 
so-called outcome of students, in other words “how does their education pay 
off after graduation?” (Coleman and Vedder, 2008:20). Indeed, the authors 
(2008:20) state that measuring outcomes is difficult but argue that “rapidly 
rising enrolments over time would seem to have been implausible if for-profit 
schools in general did not satisfy their customers, and a key component of 
that satisfaction, no doubt, was the expectation of postgraduate vocational 
success”. Furthermore, the authors (2008:26) identify two main elements, 
describing the success of for-profit educational organisations such as “their 
ability to read and respond to market signals and their willingness to build their 
services around the student, whom they treat as a customer”. The latter point 
is an interesting one, as non-profit institutions may consider the student more 
as part of the knowledge formation process. Levy (2006:3) adds an interesting 
point to the success of for-profits by arguing that “the bulk of private higher 
education growth during the private boom of recent decades has been in 
secular institutions that absorb demand the public sector could not or would 
not accommodate”. However, it works the other way in UK, where private 
education organisations often offer the same degree as state-funded but at a 
lower cost for students. Moreover, Geiger and Heller (2011:1) state that “since 
1990, privatization has been the dominant trend in American higher education.
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The onset of privatization reflected a change in the Zeitgeist: engagement with 
private industry and capital markets, once viewed with deep suspicion, were 
embraced as a social duty as well as sources of revenue”.
It is not an easy task to contrast for-profit and non-profit higher education; 
however, the fundamental differences may be based on the fact that non-profit 
institutions still maintain their mission to serve society, whereas for-profits 
have discovered their niche to serve certain markets. In conclusion, most 
discussions about higher education nowadays are based on the ongoing 
debate about its role in society, the need for adoption to changes in the world 
such as globalisation and the knowledge society and the ongoing debate 
about financial pressure higher education faces. Barnett (1997:4) already 
stated in 1997 that “in the public debate over higher education, what we see is 
mostly an exchange over the size or the cost of the higher education system”. 
So it can be said whereas higher education still has its role in society, serving 
the knowledge society, it is a “relatively costly” (Fong, 2005:3) enterprise, 
challenged by internal and external pressure, hence new mechanisms in order 
to generate new and more revenues and keep costs under control must be 
identified. Indeed, Lee (2009:1) states that for-profit educational organisations 
also face “increased financial pressure”, and “with public institutions 
continually gaining a larger market share of students, private-institutions 
administrators have no option but to adjust their one controllable variable, 
tuition price or discounts”.
3.5.1. Higher Education and Hospitality Schools
Hospitality management education is “relatively new in higher education” 
(HEFCE, 1998:5). Airey and Tribe (2000:277) state that “in its origin, the 
education developed from on-the-job training in hotels”. Moreover, the authors 
argue that “the basis of knowledge about hospitality originally drew strongly 
from studies generated directly from the industry and the world of work rather 
than from the many disciplines or other fields of enquiry which help explain 
hospitality” (Airey and Tribe, 2000:277). Zopiatis and Constant! (2007:391) 
provide an overview of the history of hospitality education that “a pioneer in 
European hospitality education, Switzerland, has been offering a unique
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hospitality learning experience to students for more than a century”. 
Furthermore, the authors note that “academic hospitality management 
programs in the USA have undergone much of their development in the last 
30 years”, whilst “the provision of hospitality education in the United Kingdom 
was developed to meet the rising needs of the British hospitality industry” 
(Zopiatis and Constant!, 2007:394).
One definition of hospitality management education states that “hospitality 
management ... addresses the management of food, beverages and/or 
accommodation in a service context. The core includes a combination of 
college-based practical training and supervised work training. This practical 
element is a defining characteristic which differentiates the subject from 
mainstream business and management” (HEFCE 1998:2).
With respect to the role of hospitality education, Jones (2004:42) argues that 
“most hospitality programmes are now part of Business Schools in which the 
hospitality academics are a small, dedicated team”. There are some critics of 
hospitality management education such as discussed by Tews and Van Hoof 
(2011:121) “that hospitality programs lack intellectual rigor, are irrelevant to 
successful careers in the hospitality industry, and are redundant or watered- 
down versions of business-school programs”. However, Tews and Van Hoof 
(2011) argue in favour of hospitality education as an important part of higher 
education.
One argument is related to the size of the industry itself, in need of trained 
managers. The hospitality industry is the “world’s largest industry” (Tews and 
Van Hoof, 2011:123). Furthermore, “the industry is characterised by growth, 
diversity, vitality, and volatility. It spans the commercial and not-for-profit 
sectors. Other features of the industry include a tradition of owner 
management and a predominance of small firms” (HEFCE, 1998:4). Secondly, 
Tews and Van Hoof argue that “hospitality-management education is on par 
with management education in business schools. Hospitality-management 
curricula offer courses in accounting, finance, marketing, strategy, and human 
resource management, just like schools of business” (Tews and VanHoof,
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2011:124). Clearly, the hospitality industry has its own characteristics which 
have to be taught in hospitality schools to prepare students for the industry.
For example, Lockwood and Jones (2000:163) have researched on the 
complexity of hospitality operations, inter alia “achieving a satisfactory balance 
between demand patterns, resource scheduling and operational capacity is 
one the most difficult tasks facing hospitality managers”.
Some researchers have focussed on hospitality schools (e.g. Jones, 2004); 
however mostly with a focus on educational and conceptual issues (e.g. 
Morrison and O'Mahony, 2003, Slattery, 2002, Brotherton, 1999). Research 
on the development and structure of hospitality higher education and schools 
is rare (e.g. Munar, 2007), despite its growing importance. Munar (2007:72) 
reports that “during the last three decades there has been a steady increase 
in the number of universities offering tourism and/or hospitality degree 
programmes”. Airey (2006) has analysed some of the reasons for the growth 
of tourism education such as the growth in tourism worldwide, the fact that 
students realize the importance of such education in order to strengthen 
employability and universities recognizing the attractiveness of tourism studies 
in order to increase enrolment numbers. Indeed, Wang and Wang state 
(2009:54) that “the new educational providers have risen in order to fill the 
undeniable demand for open, flexible, distance and life-long learning and 
include for-profit universities, corporate universities, virtual universities and 
multi-national organizations”.
By analysing the characteristics of hospitality education, especially those 
aspects of relevance for an application of revenue management, it can be said 
that one aspect is different compared to many other subjects in higher 
education such as the “internship components in their hospitality curricula” 
(Zopiatis and Constant!, 2007:392). Indeed, the authors report that “the 
majority of top hospitality management schools consider industrial placements 
an integral part of the overall educational experience offered to their students” 
(Zopiatis and Constant!, 2007:394). Most internships are paid ones, assisting 
the students to co-finance their hospitality studies. Indeed, the HEFCE report
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(HEFCE, 1998:7) states that “most hospitality management courses are 
extended by a year for the supervised work experience”. In fact this procedure 
may allow operators of such schools to almost double the number of enrolled 
students because almost half of the student population might be on an 
industrial placement whilst the campus could be filled with new students.
Moreover, hospitality schools differ from others in education “due to the 
hands-on, industry-related nature of the discipline” (Deale, O'Halloran, 
Jacques and Garger, 2010:20). This approach, however, requires investments 
in additional facilities such as kitchens and restaurants and creates higher 
fixed costs. Supporting this, the HEFCE report (1998:5) states that “the 
subject's strong practical elements makes it more expensive to deliver than 
other business and management programs”. Therefore, higher fixed costs put 
more pressure on profitability and may create problems to find the right 
balance between price settings and costs.
Furthermore, “training kitchens and restaurants make significant demands on 
space, and have low levels of utilization” and “teaching equipment for 
laboratories and IT have a short life” (HEFCE, 1998:12). On the other hand, 
the authors of this report argue that the practical training “is central to the 
culture of a hospitality management school” and “is an essential part of 
preparing students for a technology-driven industry” (HEFCE, 1998:11 ).
Most for-profit hospitality schools are based on a residential model, offering 
students on-campus accommodation, adding complexity in terms of 
operations such as staffing for housekeeping and maintenance, and financial 
aspects such as capital investment. Lastly, Brookes and Becket (2011:254) 
underpin the “international nature of the hospitality industry”, which requests 
hospitality schools to put emphasis on teaching so that “graduates ... have the 
awareness and appreciation of different countries and cultures and the skills 
to use this knowledge within their relevant fields to operate effectively in the 
global marketplace” (Brookes and Becket, 2011:243). This aspect might add 
complexity to revenue management practice in establishing the right 
international pricing structure. Moreover, the length of education is up to four
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years, and therefore, pricing for that period, may add complexity in terms of 
revenue management.
Reviewing higher education and hospitality education, clearly, there are some 
distinct aspects of hospitality education; however, the differences to higher 
education are not fundamentally different. Hospitality education combines 
vocational training (with additional investments in training facilities) with 
academic learning, is more international and student internships are quite 
often compulsory (e.g. Brookes and Becket, 2010) than in higher education. 
Nonetheless higher education shares similarities with hospitality education 
such as having “certain values and aims which are intrinsic to educational 
processes” (Barnett, 1997:7). The implications for revenue management 
based on the above-mentioned specific characteristics of hospitality education 
are dealt with in section 3.8.
3.6. The Future of Higher Education
Internationalisation, new competition and demographic changes will be one of 
the challenges for the Higher Education industry. In fact, Altbach and Knight 
(2007:292) state that “the international activities of universities dramatically 
expanded in volume, scope, and complexity during the past two decades”, 
because, “earning money is a key motive for all internationalization projects in 
the for-profit sector and for some traditional nonprofit universities with financial 
problems”. However, the authors (2007:292) note that “traditional nonprofit 
universities also entered the international market”, but not so much for 
financial reasons, “instead, they wish to enhance research and knowledge 
capacity and to increase cultural understanding”. Van Damme (2001:3) 
argues that “economic development, modernization and demographic 
pressure will fuel the demand for higher education”.
Altbach and Knight (2007:295) have also observed trends in the form of 
“emergence of new types of providers, forms of delivery, and collaborative 
partnerships”. Commercial business entered the education market such as 
media companies or publishers, new delivery is based mostly on virtual 
modes or e-learning and collaboration occurs via “acquisitions or mergers with
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local higher education institutions” (Altbach and Knight, 2007:295). Jansen, 
Bielak, Broad, Armstrong and Gann (2008:52) analyse five key trends with a 
focus on US higher education such as “growth in numbers of nontraditional 
and digital students, price-cost productivity squeeze, new paradigm 
competitors, globalization and accountability to increasing societal 
expectations”.
An interesting new point is the one of new paradigm competitors such as 
“online institutions and scale seekers”; the latter “have the potential to change 
the underlying economic model by lowering costs through economies of scale” 
(Jansen et al., 2008:53). In fact, the authors (2008:53) attribute this ability to 
for-profit higher education organizations which demonstrate that “costs per 
student are dropping as the university (Phoenix) has begun to capture scale 
and leverage online tools”, however “assuming that they can hit the mark on 
quality”.
Collis (2002:48) raises several questions about the future of higher education 
such as “will it produce a 'new improved' university, which, like similar 
changes to many consumer packaged goods, is superficially altered in 
appearance but barely touched in substance?” or will it “result in a paradigm 
shift in the whole meaning and system of delivering 'higher education'". 
Obviously, increased pressure on higher education from both, the buyer and 
supplier side will lead to changes though the direction is yet unclear.
3.7. Managing Higher Education
Various academics have researched the forces impacting the education 
industry, identifying challenges such as risk of financial instability and 
management effectiveness (Robertson, 1993), quality and performance 
measurement (Umayal Karpagam and Suganthi, 2010), “changing voice of 
stakeholders” (McClung & Werner, 2008:103) and the impact of globalisation 
on education with respect to governmental funding, labour markets and quality 
being compared internationally (Carnoy, 1998). Furthermore, McChlery, 
McKendrick and Rolfe (2007:315) argue that “managers are often unaware of 
the way that financial information can help strategic and operational thinking
97 © Detlev Remy
alongside other non-financial factors”. Pettersen and Solstad (2007:135) state 
that “the measuring of output and efficiency is very complicated in higher 
education institutions”.
Vagnoni et al. (2005) argue that higher education is seen nowadays as a 
private good with the request on return of investment, time to market and 
other terms. Mattheou and Sait! (2005:1) note that “the demand for an 
improvement in universities presses higher education to identify the 
underlying principles of management and to concentrate on management 
resources, not only to harmonise routine activities but to combine the 
organisational elements in a manner that ensures the efficient and effective 
performance of the university”.
Historically, higher education was based in most cases on institutional 
autonomy (Lewis and Stiles, 2004) and internal governance (Hooker, 1997). 
However, in times of increased pressure for accountability, higher education 
looks for new ways in managing its institutions. Berry already states in 1994 
that the focus is now on financial management of universities and the role of 
management accounting. Similarly, Oduoza (2009:133) states that higher 
education institutions “now have to set up necessary structures and 
procedures to maximise the effectiveness of the use of their limited resources, 
and these procedures will have to facilitate substantial changes in the 
deployment of resources within individual universities”. However, Lewis and 
Stiles (2004:457) state that “the uncritical import of managerialist models into 
higher education has been challenged because it is seen to dilute the notion 
of institutional autonomy based upon the traditional idea of the university as 
collegium, or independent self-governing community of scholars”.
3.7.1. The Economics of Higher Education
Whalen (2004:5) states that “discussions of the economics of higher 
education are frequently clouded by the interchangeable use of the terms 
costs and price and the hidden nature of the many subsidies inherent in 
education, including financial aid”. Various researchers have focussed on the 
economics of higher education. Table 7 displays the research done so far.
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Table 7, Overview on Research on Economics and Pricing in Higher 
Education
O verv iew  on R ese arch  on Econom ies and P ric ing in HE
Author Year Focus Legend Journal
Sav 2011
Research on HE  
scale and scope  
econom ies
Focus on US m arket Atlantic Economic Journal
Kimball 2010 R esearch on costs of colleges Focus on US m arket The Carl
Oduoza 2009 R esearch on costing Focus on UK m arket Journal of H igher Education Policy and M anagem ent
Dotterweich & 
Baryla 2005
R esearch on Tuition 
pricing Focus on US m arket Education Econom ics
Fong 2005 R esearch on Econom ics of HE Focus on US m arket www.aacu.org/liberaleducation
W halen 2004 Econom ics of HE Focus on US m arket Cornell Uinversity
Lewis & Stiles 2004 Transparent costing in HE Public M anagem ew nt Review
G reenaw ay & 
Haynes 2003
R esearch on the role 
of fees and loans Focus on UK  m arket The Econom ic Journal
Koshal & Koshal 2000
Liberal arts colleges  
and econom ies of 
scale and scope
Focus on US m arket Education Econom ics
Winston 1 999
R esearch on HE, 
subsidies and role of 
non-profits
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Koshal and Koshal (2000:209) report that “in the case of higher education, the 
question of economies of scale has been debated for over half a century”, 
however, different authors have developed “conflicting conclusions regarding 
economies of scale”. Koshal and Koshal (2000:210) also note the importance 
of the fact that “institutions of higher education produce multiple products” and 
“the quality of education, whether perceived or real, is different at different 
institutions”, linking it back to the relationship of cost and quality. Among 
various researchers focussing on economics in higher education, Oduoza
(2009) has analysed costing, pricing and income measurement of UK 
universities. In contrast, Sav (2004:614) has analysed higher education cost 
structures in the United States and his findings indicate differences between 
public and private institutions, and “across different institutional levels and
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missions and by region”. Therefore, Sav (2004:614) claims that there is a 
“complexity of higher education cost structures”. Analysing cost factors in 
higher education is never a simple matter as “there are several factors that 
make it difficult to isolate the cost of education from other institutional 
activities” such as “a host of academic and non-academic services, including 
a rich cultural environment for resident students” (Whalen, 2004:5).
Higher education is quite unique in contrast to commercial businesses. While 
commercial businesses are focussed on increasing productivity and cutting 
costs, “these two customary avenues to increased productivity in industry are 
closed to teaching institutions” (Fong, 2005:3). Indeed, Fong (2005:3) argues 
that “teaching institutions ... do not become more economical by providing 
more graduates every year. The very quality of the education they provide 
depends on limiting production”. Hence, the author (2005:3) warns that 
“mechanisms for increased productivity in industry cannot be thoughtlessly 
applied to higher education”. Fong refers to the education mission and 
purposes, preventing higher education from cutting costs by reducing faculty 
or increasing student numbers. However, more and more academics realise 
the need for changes in the system (e.g. Kimball, 2010). Moreover, financial 
pressure and a downturn in economies have forced a re-thinking in many 
countries regarding the aspects of increasing productivity and cutting costs.
Revenues are generated from various sources such as state funding (e.g. 
Oduoza, 2009), tuitions fees (e.g. Fong, 2005) and others such as 
“competitive grants” (Lewis and Stiles, 2004:456). Oduoza (2009:134) states 
that “UK universities rely on public funds as their major source of revenue and 
this pattern of funding has been consistent over the years”, although this has 
changed in recent years. Interestingly, Fong (2005:4) reports that “private 
colleges and universities charge higher tuitions than public institutions, but 
even their tuitions don’t cover the full cost of education. The difference is 
subsidized in large parts by endowment returns and annual giving”. 
Contrasting revenues in for-profit and non-profit institutions in the United 
States, Coleman and Vedder (2008:11) report that “90 percent of for-profit 
revenues come from tuition and fees. This differs markedly from non-profit
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colleges, where tuition makes up 29 percent of total revenue, and public 
universities, where it accounts only for 13 percent”. Additionally, the authors 
(2008:11) note that “without such generous government subsidies (for non­
profit institutions), for-profits must have very high tuition and fees in order to 
finance their operations effectively. Surprisingly, this is not the case. For- 
profits charge relatively reasonable tuition”. On the other hand expenditures 
are split into salaries, as higher education is very labour-intensive, has capital 
improvements, meaning investments in properties and facilities and financial 
aid, directed to students to enable access to higher education.
Kimball (2010:5) states that “in higher education colleges' the ultimate goal is 
to provide the best possible education, and their competition with each other 
is for the highest calibre students. In short, businesses compete with prices; 
colleges compete with quality”. In fact, Kimball (2010:6) states that “the 
common belief is that, on the margin, students and their families value quality 
over price”. Hence, “the key to attracting the best applicants is not lowering 
prices but improving the perceived quality of their institutions”. However, there 
is an ongoing debate about the rise of prices/tuition in higher education and 
hence, this assumption might not hold true anymore.
3.7.2. Pricing in Higher Education
Rothschild and White (1995:583) already state in 1995 that “universities seem 
firmly wedded to the principle of charging uniform tuition across a broad array 
of different disciplines” although the authors acknowledge that “Universities 
do, however, seem more inclined to charge different tuitions across different 
schools or programs within the same university”. Lewis and Stiles (2004:459) 
note that “in a wider macro dimension, it is argued that the price of higher 
education never covers its costs because higher education is something 
society wants people to consume”. This is supported by Rothschild and White 
(1995:583), arguing that “universities do not typically cover all their costs 
through tuition and other fees”. Furthermore, Lewis and Stiles (2004:459) 
argue that “in private and public institutions alike, higher education pricing is 
based on revenue and market conditions. Socio-political factors are also 
important because institutional and governmental goals may not always be in
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alignment”. Hence, it can be seen that pricing in higher education is quite 
complex and will not always follow economic principles like commercial 
business apply in pricing. In fact, Dotterweich and Baryla (2005:375) state that 
“price theory suggests that higher non-resident tuition should reduce the 
enrolment percentage: However, some studies have found a positive 
correlation between non-resident tuition and the enrolment percentage”. 
Indeed, with regards to pricing in higher education, Fong (2005:4) warns that 
“a fundamental error is to confuse the rising sticker price of college with the 
actual cost of attendance” by explaining that the majority of students rarely 
pay the full price since they receive state or institutional grant aid or tax 
credits. Furthermore, Fong (2005:5) notes that “in the private sector, the 
published price is an institution’s best estimate of what it can charge its full- 
pay students relative to the perceived value of the education it provides”. 
Hence “it serves to balance the supply of places in the entering class with the 
demand of students for one of those places”.
Interestingly, Dot! (2004:363) states that “private colleges and universities are 
price discriminators. That is, they use tuition rates and grants as pricing tools 
to achieve certain quantitative and qualitative objectives”. However, Dot! 
(2004:363) warns that “differences in the ability to price discriminate ...may be 
changing”, by arguing that “colleges and universities are losing their ability to 
effectively price discriminate”. Hence, Dot! (2004:363) concludes that “if this is 
true, it follows that higher education is becoming more like commodity”. 
Geiger and Heller (2011:8) observe an interesting trend in pricing in the 
United States, stating that “private universities discovered that they have the 
pricing power to raise tuition if it were accompanied by institutional grants to 
students with financial need. By using the standardized 'expected family 
contribution', plus any eligible grants and student loans, college financial aid 
offices could determine the maximum amount a student could afford to pay, 
so, colleges thus extracted the maximum revenue from each student, while 
avoiding price resistance in the form of reduced demand”. However, the 
authors (2011:9) recognise that public educational organisations “cannot 
engage in tuition discounting to any significant extent: they have too many 
middle-class students and too few wealthy ones”.
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Dotterweich and Baryla (2005:381) while researching on non-resident tuitions 
and enrolment in higher education have found that “tuition has no significant 
effect on non-resident enrolment percentages for public HEs, but has 
significant positive effect on non-resident enrolment percentages for private 
HEs”. Kurz and Scannell (2005:28) analyse key factors in setting tuitions and 
note that “some institutions charge a different rate for cohort-based, 
accelerated programs than for traditional, semester-based courses. These 
differential pricing schemes, ideally, reflect differences in the market’s 
'willingness to pay'”. However the authors (2005:28) warn that setting such 
pricing schemes might be considered as too complex to understand. In 
conclusion, the authors recognize that “higher education is becoming more 
market-aware in establishing pricing and discounting policies”.
Interestingly, Hill, Winston and Boyd (2005:770) note that “it is important that 
this practice -  in which an institution differentiates its prices in order that its 
customers at different income levels can afford to buy the product -  is highly 
unusual”. Collis (2002:56) argues that “the price sensitivity of customers is 
heightened by the absolute size of the purchase. ...A degree becomes the 
second largest purchase an individual makes in his or her life. No wonder 
customers are exceedingly careful and increasingly price sensitive in their 
purchase decision”. Rothschild and White (1995:574) while researching 
pricing in service industries, in which customers are input, state that “the 
prices paid by customers are usually not linked to the true outputs provided”. 
Therefore, they argue that “universities do not charge explicitly for the human 
capital that is produced; instead they charge tuition, which is linked to 
students' enrollments in classes”. The authors (1995:574) explain this concept 
as “outputs are difficult to measure or are subject to moral hazard in reporting 
by customers”.
If it comes to pricing, one has to differentiate between the so-called sticker 
prices, scholarships and other means. Marcucci and Johnstone (2007:26) 
while distinguishing between tuition fees and fees, state that “a tuition fee 
generally refers to a mandatory charge levied upon all students covering
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some portion of the general underlying costs of instruction” whereas “a fee, on 
the other hand, generally refers to a charge levied to recover all or most of the 
expenses associated with a particularly provided good or service that is 
frequently partaken of by some but not all students and that might, in other 
circumstances, be privately provided”. Hauptman (2004:21) explains the types 
of fee structure such as traditional fees, government funded fees and parallel 
fees. Traditional fees are the “one in which institutions themselves charge and 
collect fees from students and their parents”, whereas in the case of 
government funded fees “in a few countries, governments actually pay the 
fees on behalf of students” or in the case of a parallel fee, it “is one in which 
most students are charged a relatively low rate that is subsidized by 
governments, while other students who don't qualify for the subsidized rate 
are changed fees that more closely reflect the full cost of education”. 
Furthermore, the author (2004:22) identifies “two-tiered fee structures,... in 
which the majority of students pay the subsidized rate for government funded 
seats while the fees on other seats are allowed to be set at 'market' levels”. 
Morphew (2007:35) focuses on fixed tuition, stating that “fixed tuition plans, 
which vary in specifics from institution to institution, rely on a common 
principle: Students pay the same annual tuition fee over a pre-determined 
length of time, ostensibly the time required to earn an undergraduate 
(degree)”. However, the author (2007:35) notes the risk that “administrators 
forecast tuition over a relatively long period of time, which in turn necessities 
some estimation of inflation, cost increases and level of future state support”. 
Morphew (2007:35) also notes the advantage of fixed tuition schemes such 
“that this pricing may encourage more students to persist and graduate”.
Rothschild and White (1995:582) describe scholarships as “a common form of 
price discrimination”. Winston (1999:20) while researching on subsidies in 
higher education notes that “part of the subsidy (cost less net price) is given 
as financial aid to some students (sticker price less net price) while the rest is 
given as a general subsidy to all students (cost less sticker price)”, hence, “the 
total subsidy reflects the donative or charitable component of the school’s per 
student revenue; the net price is the commercial component”. Indeed, 
Morphew (2007:36) states that the “very availability of need-based grants and
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loans ... affect the level of tuition fees that can be charged in the public 
sector”. Considering the various challenges the higher education industry 
faces, it is prudent to look at new ways in maximising revenues and develop 
new pricing models. Indeed, Lewis and Stiles (2004:459) argue that “it makes 
sense to consider actors’ relative power, scarcity of resources and other 
structural and political forces in influencing resource allocation”.
3.7.3. Capacity Management in Higher Education
Surprisingly, just a few researchers have focused on this topic so far (e.g. Falk 
and Blaylock, 2010; Downie, 2005; Coats, 1995). Whilst Falk and Blaylock 
(2010:28) discuss and compare several models of campus developments and 
types of physical facilities, Downie (2005:33) reports that “the estate (campus 
facilities) is typically the second highest revenue expense and it is an obvious 
target for efficiency gains”. Ng et al. (2008:192) argue that the capacity in 
education can be defined as the “lecture theatre for the delivery of an 
educational program”.
When it comes to a more detailed analysis of space utilisation; Downie 
(2005:34) reports that “case studies showed levels of space utilization as low 
as 20 percent, and over 50 percent was rare, suggesting that there was room 
for improving estate utilisation”. Coats (1995) focuses on the relationship of 
capacity utilisation in order to find ways to shift student demand for teaching 
from peak times such as in the morning to afternoon/evening or other off-peak 
times. Hence, Coats (1995:24) argues “to offer ...a discount on student 
tuition...to switch students to afternoon schedules”
3.8. Revenue Management in Higher Education
To the best of the author’s knowledge, Rebbapragada, Basu and Semple
(2010) are the only authors considering revenue management practices in the 
higher education industry by focussing on a new method of college 
admissions. However, the authors have not specified any conceptual 
framework or extended their idea to a full adoption of revenue management 
practice. The authors (2010:128) focus solely on the admissions process as 
“universities ... usually receive far more applications than their capacity”.
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Hence, universities face two challenges namely “the process of identifying the 
best applicants...”, and “once the most desirable candidates are identified, the 
decision to make an offer, the composition of that offer” (Rebbapragada et 
a/.,2010:129). However, the authors argue (2010:129) that this process is not 
easy at all as “better candidates are likely to be sought by multiple schools”, 
and “furthermore, in many universities, some admission decisions and offers 
may have to be made before all applications received”. For that reason the 
authors have developed a model, based on data mining technologies and a 
revenue management methodology to address these challenges. 
Rebbapraggada et al. (2010:129) adjust their revenue management method 
so far that they “use revenue management techniques to select the best 
applicant when the quality and quantity of future applicants is uncertain”, by 
arguing that “a university’s efforts to maximise the overall quality of the 
students it admits as it tries to fill each seat with the best possible student is 
comparable to the revenue management process in the service industry”.
Clearly, this looks like an interesting aspect in borrowing elements of revenue 
management; however, the authors have neither tested their modelling 
approach nor extended to price discrimination. Hence it is arguable whether 
this approach should be called revenue management.
Interestingly, some authors while researching economics and pricing in higher 
education (e.g. Rothschild and White, 1995), are critical with respect to the 
existing pricing system in higher education. In fact, Rothschild and White 
(1995:575) state that “it is appropriate to ask the generic questions whether 
there exist pricing schemes that are capable of achieving an efficient 
allocation of resources and also whether a competitive (zero-profit) industry 
can achieve these efficient prices”. Their model of “optimal-cum-competitive 
pricing for higher education” is clearly not linked to any revenue management 
practice at this stage but the authors (1995:582) develop some interesting 
ideas such that “students of different types may be charged different tuitions 
at the same university, ...and universities may employ different technologies, 
admit different mixes of students, provide them with different levels of human 
capital, and charge them different tuitions”. The authors (1995:583) base their
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research on the assumption that “universities are profit maximisers and 
(implicitly) that they were subject to the usual forms of resource constraints”, 
though the authors admit that “it is difficult to state what universities are trying 
to maximize or even who is doing the maximizing”. Indeed, Greenaway and 
Haynes (2003:151) also argue that “greater flexibility in setting fees is a 
necessary development” (Greenaway and Haynes, 2003:151). Collis 
(2002:59) also proposes a new approach in pricing by arguing that “trying to 
make the choice of institution less price sensitive by reducing the initial cost of 
a degree would also help offset buyer power”. Thus, the author (2002:59) 
suggests not to charge the full tuition fee for a four-year programme for 
example but to charge a fee “per annum for life in return for free access to 
courses at any time after the initial degree”. At this stage, a quite revolutionary 
idea however, Collis takes into account the aspect of life-long learning and its 
possible impact on new pricing models.
3.8.1. Applicability of Revenue Management
All the above characteristics may add complexity to a revenue management 
application. Apart from these, almost all higher education, including hospitality 
schools face fluctuating demand (e.g. Fried and Hill, 2009), having 
constrained capacity (Fong, 2005), and a cost structure of high fixed costs 
and low variable costs (e.g. Collis, 2002). Furthermore, higher education has 
a longer timeline (e.g. Berman, 2005) than any other service industry, 
meaning that consumers spend up to 4 years on education. Moreover, for- 
profit higher education is growth-oriented, and faces the pressure to ensure 
sustainable profitability. Hence, by adding the specifics of hospitality 
education as identified above to the characteristics of higher education, for- 
profit hospitality education seems to be a suitable candidate for a revenue 
management application.
Indeed, Talluri et al. (2004) consider the following business conditions 
conducive to revenue management: customer heterogeneity, demand 
variability and uncertainty, production inflexibility, pricing and information. 
Fried and Hill (2009:37) report that “although it’s a mature industry, with most 
colleges in operation for at least a century, demand continues to grow
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moderately. Historically, the industry offers predictable intermediate-term cash 
flows (students buy twice a year for four years)”. Although this might hold true 
for certain educational institutions, others face much more unpredictable 
demand due to various reasons such as economic crises as “higher 
unemployment rates also tend to increase enrolment, and stiff competition 
and the trend to commodity” (Doti, 2004:368). Demand variability is given by 
the fact that many organisations within the education industry have a kind of 
high-season, e.g. summer intake and low-season, e.g. winter intake. Most 
properties can forecast this change in demand using past data. In terms of 
capacity constraints, Fong (2005:3) identifies two characteristics such as that 
“the ratio of students to staff is fairly inelastic, and production is limited”. Jenny 
already in 1963 identified various capacity constraints such as physical 
limitations in the form of dorms, dining facilities, student-capacity of existing 
educational plants, and the calendar, not allowing for a full utilisation of 
campus facilities. Interestingly, Coleman and Vedder (2008:19) use the 
student-to-faculty ratio as a measure of quality, stating that “we also can see a 
significantly lower number of students per faculty relative to public schools”, 
however, the authors recognize that for-profits have a higher proportion of 
part-time faculty employed. Greenaway and Haynes (2003:154) warn that 
“deteriorating student-staff ratios have the potential to degrade the learning 
experience and threaten the quality of education”.
Facilities form another part of the capacity of any educational institution 
though one has to differentiate between facilities for academic use such as 
lecture theatres and class rooms and non-academic facilities such as sport 
facilities and so on. Ng et al. (2007:192) define capacity as the “capacity of a 
lecture theatre for the delivery of an educational programme”. Interestingly, 
Coleman and Vedder (2008:19) report that “huge lecture halls with a hundred 
or more students are far more commonplace in public universities than in for- 
profit higher education settings”. With respect to capacity constraints Collis 
(2002:57) argues that “distance learning removes the capacity constraint that 
a single institution has traditionally operated under. The physical facilities of a 
single campus need no longer limit the size of the student body”. Furthermore, 
Collis suggests the outsourcing of some facilities or even eliminating facilities
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such as the library. However, it is arguable whether online-education is the 
solution for capacity-related problems in that it creates problems of its own.
When it comes to pricing, for-profit institutions have a competitive advantage 
over non-profit education as they are “exposed to the full gamut of market 
forces. Market forces, communicated in the form of prices and the bottom line, 
allow for-profits to gather, process, and act on information efficiently. Because 
of the abundance of information condensed into market prices, for-profits can 
maximise the allocation of their resources simply by looking at what students 
are willing to pay and how much it costs to provide their service, and then 
trying to maximise their bottom line accordingly" (Coleman and Vedder, 
2008:26). The education industry is highly fragmented and “can be segmented 
in numerous ways. Common segmentation are by degree level, subject 
matter, student age, full-time or part-time attendance, residential or commuter 
living, extent and nature of values education, online or campus-based 
delivery, and academic selectivity of the students” (Fried and Hill, 2009:37).
The fixed costs of the education industry tend to be high (e.g. Collis, 2002), 
but the variable costs are low (e.g. Jenny, 1963). Obviously, this needs to be 
managed in a balanced way. Coats (1995:1) states that “a key point here is 
that 'marginal cost' is the relevant cost concept for decision makers. Marginal 
cost.., in this case, adding one more class. Almost all building costs will be 
incurred whether classroom space is being put to use or not”. Coats (1995:1) 
argues that “if these costs cannot be avoided, then efficiency dictates that the 
facilities should be used anytime there is no other use for the facility as long 
as the use generates funds that exceed the marginal cost of that use”. 
Furthermore, the author (1995:1) suggests that tuition discounts should be 
given for summer schools “if facilities are not in full use during the summer 
months”.
Revenue management practice is based on forecasting demand patterns and 
predicting consumer behaviour. Interestingly, Oduoza (2009:146) has found in 
his research on UK universities that higher education institutions use “a 
revenue allocation model that is based on prediction and set targets (historical
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data) on income and cost attribution to allocate income and costs to academic 
schools”. However, implementing revenue management might bring some 
reluctance with it. Hooker (1997:4) states that “one problem that prevents 
higher education from progressing faster is our consensus form of internal 
governance”. Any major change must be agreed by the variety of involved 
stakeholders. Another condition preventing changes may be linked to the 
issue of reallocation. Hooker (1997:4) notes that “a necessary precondition for 
doing things better, faster and cheaper in an organization is the reallocation of 
resources from low priority areas to areas of high priority”, however “new 
priorities must await the infusion of additional funds from the outside, either 
from tuition increases or from growth in state appropriations or philanthropy” 
Concluding, the author notes that "réallocation is not our modus operand!”, 
however, “in the new atmosphere, we face the necessity of managing internal 
resources differently”.
3.9. Summarizing Higher Education and Developing the Themes and 
Concepts
In conclusion, it can be said that higher education faces various challenges 
nowadays, mostly funding changes and pricing (e.g. Sav, 2011), the challenge 
of economies of scale (e.g. Koshal and Koshal, 2000), an increase in 
competition and the rise of for-profit higher education (e.g. Fried and Hill, 
2009), and the trend towards marketization and commodity (e.g. Doti, 2004). 
The next section outlines the key characteristics of higher education, followed 
by the development of the conceptual framework.
3.9.1. Key Characteristics of Higher Education
Higher education has been defined by Dias (1998:2) as “all types of education 
(academic, professional, technical, artistic, pedagogical, long distance 
learning, etc..) provided by universities, technological institutes, teacher 
training colleges, etc... , which are normally intended for students having 
completed a secondary education, and whose educational objective is the 
acquisition of a title, a grade, certificate, or diploma of higher education”. 
Pettersen and Solstad (2007:134) state that “higher education institutions are 
knowledge-intensive organisations, characterized by ambiguity and
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interdependence”. Becket and Brookes (2008:40) state that "the role of HE is 
stimulating national economic growth" and “to seek truth and generate new 
knowledge, serving the society”. Barnett (1997:7) describes higher education 
as “more than just a sub-set of the education system. There are certain values 
and aims which are intrinsic to educational processes and which warrant the 
description of higher education”. In the same vein, Collis (2002:48) states that 
“education plays a more important role in society than that of just another 
business. The notions of service, academic freedom, and social responsibility 
alone set it apart from other industries”.
By analysing higher education, the following key characteristics are identified 
by existing literature: higher education is characterised by “the extreme level 
of involvement from its consumer (the student). Purchase is usually only once 
in a lifetime, the product being intangible with many costs other than money, 
e.g. time, loss of potential income, psychic costs etc.” (Smith and Cavusgil, 
1984:107). Other service industries may also request involvement of 
customers such as sports and entertainment industry but not up to this 
extreme level. In fact, Rothschild and White (1995:574) argue that “colleges 
and universities provide human capital as outputs, and students -  individually 
and collectively -  are clearly inputs into the production process. The presence 
of some types of students may influence the output received by other 
students”. Fried and Hill (2009:37) support the argument of lifetime product by 
stating that this is a “large (both in dollars and time) purchase ...with lifetime 
implications”.
Similarly, luxury products are not bought that often; however, the outcome of 
education is of more importance in the long term. Another characteristic of 
higher education is the fact that the clients are “adult and attend voluntarily” 
(Barnett, 1997:7). The consumers are not only adults but they may even face 
the prospect of being refused entry to certain admission standards of higher 
education such as language ability required. Furthermore, Zafiropoulos and 
Vrana (2008:34) argue that “higher education is a service since it exhibits all 
the classical features of services: it is intangible and heterogeneous, meets
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the criteria of inseparability by being produced and consumed at the same 
time, and satisfies the perishability criterion”.
3.9.2. Higher Education and Revenue Management
Putting it all together, it might be argued that the higher education industry 
looks like a candidate to adopt revenue management practice. It is obvious 
that new revenue and pricing models are needed to meet these challenges. 
However, pricing higher education remains a political issue. It might be difficult 
to argue that for example students whilst studying for the same degree are 
charged a different price, based on their willingness to pay. Apart from the 
mentioned challenges, there is also the issue of better utilising facilities in 
higher education (e.g. Coats, 1995). Therefore, it may be useful to think about 
a new approach, namely revenue management in order to achieve the 
objectives of revenue maximisation. However, analysing the various 
definitions of revenue management (e.g. Cross, 1997), the existing revenue 
management models may need to be relaxed in order to meet the specifics of 
this industry. Lastly, implementation of any new business models may come 
at a price since the variety of stakeholders might oppose any changes of the 
existing system.
Having analysed the characteristics of higher education and for-profit 
hospitality education and the applicability of revenue management to for-profit 
higher education, the author has adjusted the typology (see table 6). The type 
'D ' represents in this case for-profit hospitality education and its fit with 
revenue management conditions and components. Table 8 displays the 
adjusted typology.
Table 8, Adjusted Typology of Revenue Management
Type RM Type A RM Type B, RM Type C RM Type D
tight RM, all pre­
conditions fulfilled 
+ in line with the 
RM  definitions 
(Cross, 1997)
relaxed RM, not all 
pre-conditions 
fulfilled + partially 
in line with RM  
definitions
loose RM, just fit to 
some pre­
conditions + and  
partially in line with 
RM  definitions
loose RM, just fit 
to some pre­
conditions + and  
partially in line 
with RM  
definitions
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Industries TraditionalIndustries
Non-traditional
Industries New Industries
For-profit
Hospitality
Education
Airlines, Hotels, 
Car Rental
e.g. Restaurants, 
Golf, Spa
e.g. Health care, 
Internet Service 
Provider
Pre-conditions
Capacity constraints in 
short term (e.g. Rimes. 
1989)
Given Given Partially given
Partially given (mostly in 
terms of bed 
accommodation)
Perishability (e.g. 
Rimes, 1989) Given Given Given Given
Appropriate cost 
structure (e.g. Huefner 
and Largay-lll, 2008)
Given Given N/A Given
Ability to segment 
markets (e.g. Rimes, 
1989)
Given Given Partially given Given
Fluctuating and time- 
variable demand (e.g. 
Rimes, 1989)
Given Given Partially given Limited
Advances sales /  
bookings (e.g. Ng, 
2007)
Given Partially given Partially given Applicable
Transaction volume 
(e.g. Lieberman, 2004) Given Low to Medium N/A Low to Medium
Freedom of action (e.g. 
Netessine and 
Shumsky, 2002)
Given Given Partially given
Limited (due to state 
regulations and 
accreditation)
Service industry (e.g. 
Netessine and 
Shumsky, 2002)
Given Given Given Given
Components/Strategic
Levers
Pricing Applicable Applicable Partially given Partially given
Capacity Management Applicable Applicable Partially given Partially given
RM tools applied
Overbooking (e.g. 
Rlophaus, 2006) Applicable
Applicable to a certain 
extent
Partially given Applicable
Forecasting (e.g. Jallat 
& Ancarani, 2008) Applicable
Applicable to a  certain 
extent
Partially given Applicable
Market
segmentation/W-T-P 
(e.g. McMahon-Beattie, 
2000)
Applicable Applicable Partially given Not applicable
Targeted pricing/Rate 
fencing (e.g. Hanks, 
Cross & Noland, 2002)
Applicable Applicable Partially given Partially given
Use of Management 
information system (e.g. 
Coulter, 1996)
Applicable Applicable Applicable Applicable
Other Factors
Timeline (e.g. Berman, 
2005) Applicable
Applicable to a  certain 
extent
Partially given Applicable/long
(Source: Author)
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For-profit hospitality education has similarities with other services such as that 
its capacity is constrained, mostly in terms of accommodation and 
classrooms. The product/service is perishable, meaning since a place not sold 
at the start of an academic year lies vacant for a least one semester, perhaps 
several years. Similarities are also , given by having an appropriate cost 
structure with quite high costs and lower variable costs, ability to segment 
different markets and advanced sales. The transaction volume of 
bookings/sales is quite low in comparison with the airline or hotel industry, and 
freedom of action is more limited due to state regulation in some countries 
and accreditation. Analysing the use of components and tools of revenue 
management, for-profit hospitality education may apply variable pricing just to 
a certain extent, by discounting and the use of scholarships. In terms of 
capacity management the industry can manage its inventory and control 
duration to a certain extent. Forecasting and overbooking are practised in for- 
profit hospitality education; however, market segmentation with focus on 
willingness-to-pay at the individual level does not seem applicable. One 
difference to other service industries is based on timeline, the duration of 
consumption which may take up to four years.
In conclusion, type 'D ' of for-profit hospitality education shares many 
similarities with other service industries having applied revenue management, 
but is different in terms of some pre-conditions, and limited use of components 
and tools. Hence, the author classifies for-profit hospitality education into type 
'D \ meaning that this industry applies certain revenue management practices 
but not to the full extent.
3.9.3. Developing the Themes and Concepts
Given the complexity, diversity and link between revenue management and 
the intrinsic and market-based constraints of for-profit hospitality education 
and the growth of international hospitality education, the author has now 
reached the stage of developing the themes and concepts that provide the 
basis for the research that is carried out here.
114 © Detlev Remy
Revenue management has been well researched, and the business discipline 
has spread to more and more industries (e.g. Ng et al., 2009). The typology 
developed (table 8) assists in differentiating between the levels of adaption of 
revenue management practice in different industries. Based on this typology 
one can classify the different revenue management applications in terms of 
pre-conditions given, such as capacity constraints and perishability, 
components or strategic levers such as pricing and capacity management 
applied and revenue management tools used, such as forecasting, 
overbooking etc.
Therefore, the key themes identified by existing research are as follows: the 
characteristics of the product, market strategies and operational issues, any 
type of demand management and measurement of success. It is essential to 
identify the characteristics of any business to check for suitability of revenue 
management application in terms of pre-conditions. Furthermore, any market 
strategies and operational issues have to be researched to understand the 
complexity of the business and any barriers. Next, it has to be checked to 
which extent the business is capable of varying pricing and managing its 
capacity. Following this, any type of demand management including tracking 
total demand and overbooking of the business has to be investigated.
These key themes are incorporated into the interview protocol in the next 
chapter and are building the basis for the data analysis in chapter 5.
Moreover, various researchers describe the characteristics of higher 
education, which in fact differentiates it from other services such “the extreme 
level of involvement from its consumer (the student)” (Smith and Cavusgil, 
1984:107). Another characteristic of higher education is that the “purchase is 
usually only once in a lifetime, the product being intangible with many costs 
other than money” (Smith and Cavusgil, 1984:107). Moreover, higher 
education is characterised by the fact that the clients are “adult and attend 
voluntarily” (Barnett, 1997:7). Furthermore, Zafiropoulos and Vrana (2008:34) 
argue that “higher education is a service since it exhibits all the classical
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features of services: it is intangible and heterogeneous, meets the criteria of 
inseparability by being produced and consumed at the same time, and 
satisfies the perishability criterion”. Therefore, the identification of the 
characteristics of higher education forms a key theme which has been 
incorporated into the interview protocol and into the data analysis.
Analysing the link between revenue management and higher education, it can 
be said that service industries such as the airline or the hotel industry sell 
seats or rooms, whilst higher education sells time of education. Customers of 
higher education buy time in order to receive educational experience. On the 
other hand, higher education shares similarities such as capacity constraints, 
the perishability of their products/services and fluctuating demand. Customers’ 
decision making-process in terms of purchasing the products/services of the 
education industry depends not only on socio-economic factors, e.g. 
demographic pressure, economic development, modernisation (van Damme, 
2001:2), but also on their willingness-to-pay, the variety of programs and the 
demand situation. The demand itself is affected by various aspects, such as 
quality of the programs, accreditation, branding and stakeholders’ (industry, 
governments and so on) interest.
Analysing the applicability of revenue management to for-profit higher 
education in hospitality, first of all the characteristics of hospitality education 
have been identified by the existing literature as the following: the hospitality 
education industry in particular relies on different stakeholder interests, such 
as the industry, employing future graduates or the government’s role in 
supporting students’ education with funding. In terms of demand, Fried et al. 
(2009:37) argue that “the industry offers predictable intermediate-term cash 
flows (students buy twice a year for four years) and is acyclical”. Fried et al. 
(2009:37) also note that higher education is different from most services as 
“the customer is the major raw material in the process”. Therefore, the quality 
of the outcome is impacted by the students themselves in contrast to other 
service industries where the customers do not play that important role in the 
same way. Apart from this, unlike airlines and hotels the education industry 
does not sell products for a short period of consumption. Long stay hotel
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residents and yearlong cruises are a few examples of similar length of 
consumption. However, Fried et al. (2009:37) state that “much like dining out 
at a restaurant, evaluating the quality of an educational product is driven 
primarily by consumption”.
In line with a possible application of revenue management, any implications 
for the management of capacity and pricing have to be researched in order to 
demonstrate any obstacles and benefits.
When it comes to bringing together revenue management and for-profit higher 
education, especially hospitality education, .Watanabe et al. (2010:250) state 
that a “general approach to analyse and develop revenue models of service 
has not been thoroughly discussed”. Therefore, the authors conclude that “it is 
difficult to perform revenue management of new services or apply existing 
knowledge on the revenue management of a certain service to another” 
(Watanabe et al. 2010:250). Thus, Watanabe et al. recommend a general 
methodology for the application of revenue management in a new industry. 
Therefore, this framework synthesises the characteristics of revenue 
management and the characteristics of for-profit hospitality education to 
develop a model for the application for for-profit higher education in 
hospitality. It is worth mentioning that the focus of this research is on 
hospitality education though based on some distinctive aspects of hospitality 
education as described in the previous sections. However, it has to be 
acknowledged that higher education is not fundamentally different to 
hospitality education.
The next chapter will outline and justify the methodology chosen. Moreover, 
the quality of case study design and ethical considerations will be discussed.
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Chapter 4 Methodology
4.1. Introduction
The previous chapters have discussed the existing literature on revenue 
management and then focused on higher education and its challenges. This 
chapter describes the philosophical underpinnings and the research method 
used to collect, analyse and interpret data with regards to the application of 
possible revenue management in for-profit hospitality education. There is no 
doubt that today revenue management plays an important role for many 
industries even if the application of revenue management is termed differently 
in some industries, such as price optimisation, etc. The rapid development of 
technology has paved the way for the massive development of revenue 
management. Within revenue management there are currently more service 
sectors adopting this business discipline; interestingly, there has been very 
limited development of revenue management in the context of higher 
education.
As discussed in Chapter 3, higher education faces major challenges in terms 
of financing the services offered. As a consequence, higher education may be 
forced to review its existing pricing models as well as its use of resources 
such as in terms of utilisation of capacity. Hence, the research question is to 
investigate the possibility of applying revenue management to for-profit higher 
education organisations, putting a special focus on hospitality education, 
applying a case study approach.
The next section outlines the research objectives, and then moves on to the 
research paradigm chosen and its justification, followed by the research 
design. The case study approach will be intensely discussed, followed by the 
issues of validity and reliability. Furthermore, ethical consideration and 
limitations of the case study research will be outlined.
4.1.1. Research Question and Objectives
The author set out to investigate higher education in order to establish the 
extent to which revenue management can be applied to for-profit education,
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with particular reference to higher education for hospitality, and what 
implications does this have for the management of capacity and pricing.
Based on this, the author of this thesis has developed the following research 
objectives:
- To establish the key characteristics and conditions for revenue 
management,
- To establish the characteristics of for-profit higher education that relate 
to revenue management,
- To examine the extent to which revenue management can be applied 
to for-profit higher education and the implications for the management 
of capacity and pricing.
The first research objective has been covered in chapter 2 by identifying and 
defining revenue management and its characteristics and conditions. 
Moreover, a typology has been developed to classify various revenue 
management applications in the context of different industries. Furthermore, 
within the data collection the interviewees of the case were asked their 
opinion regarding the relevance of these revenue management conditions for 
for-profit higher education.
The second research objective has been accomplished in chapters 2 and 3, 
by analysing the characteristics of higher education, with a special focus on 
hospitality education and its relation with revenue management. Additionally, 
the interviewees of the case were asked to give their view on the 
characteristics of higher education.
The achievement of the third objective by conducting a qualitative case study 
design is outlined in the following sections.
4.1.2. Conceptual Framework
Gharavi et al. (2007:2295) argue that “by employing a critical realist 
perspective, a framework is proposed”. Similarly, Sobh and Perry (2006:1201) 
state that “realism researchers can support Miles and Huberman's (1994:17)
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advice that a preliminary conceptual framework about the underlying 
structures and mechanisms should be developed from the literature, before 
entering the field to collect data”. Following these thoughts the author 
developed the themes and concepts based on the review of the literature. 
These are set out here in a framework provided in Figure 1. This provides the 
basis for this exploratory study.
Figure 1, Conceptual Framework
Revenue Characteristics of Applicability of
management, higher education, revenue management
and its key especially for-profit to for-profit hospitality
characteristics, and i------ > hospitality education, education, and
based on typology and its relevance to implications for the
developed, and revenue management, management of
key themes, informed developed in typology, capacity and pricing
by literature and key themes 
informed by literature
(Source: developed for this research)
The conceptual framework outlines firstly the key characteristics of revenue 
management, and the different typologies to classify revenue management 
applications in different industries. Furthermore, it is based on the key themes 
such as pre-conditions given, informed by the revenue management literature. 
The second box focuses on the characteristics of for-profit higher education, 
especially focused on hospitality education, and its relevance to revenue 
management, developed in the typology developed as type D (see table 8). 
Additionally, this part of the conceptual framework incorporates key themes on 
higher education such as the nature of the product, informed by the literature. 
The third box focuses on the applicability of revenue management to for-profit 
hospitality education, and the implications for the management of capacity 
and pricing. Thus, this conceptual framework acts as a starting point for the 
following research process.
4.2. Research Paradigm and Justification
This section first defines research paradigm before going ahead with 
indicating the chosen research paradigm and the description of its strengths
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and weaknesses for the study. “A paradigm may be viewed as a set of basic 
beliefs ... that deals with ultimates or first principles. It represents a worldview 
that defines for its holder, the nature of the “world”, the individual’s place in it, 
and the range of possible relationships to that world and its parts ...” (Guba 
and Lincoln, 1994:107-108). Thus, paradigms are used to define suitable 
methods for disputing research exploration. Sobh and Perry (2006:1196) point 
out that “that there is no “objective” ground for choosing a paradigm” referring 
to Lincoln and Guba (1985) who argue that each paradigm is “rational” within 
its own constructed logic. Guba and Lincoln (1994) clarify that the definition of 
a particular research paradigm is defined by three fundamental questions, the 
ontological, the epistemological and the methodological one. The ontological 
question asks for the nature of reality, the epistemological question asks for 
the basic belief about knowledge and the last one for the process in finding 
out knowledge. Moreover, Saunders (2009:12) emphasises the need to 
consider axiology as “a branch of philosophy that studies judgments about 
value. It is the process of social enquiry with which we are concerned here. 
The role that your own values play in all stages of the research process is of 
great importance if you wish your research results to be credible”. Thus the 
author should declare his position as researcher.
Having worked the last 10 years in higher education as a lecturer dealing with 
revenue management, this has formed the author’s interest in the topic. The 
author is in regular contact with other faculty members and also with experts 
on revenue management and has taken advice in approaching the research 
topic in an appropriate manner.
All research paradigms, e.g. positivism, interpretivism, critical theory and 
realism, ask for the nature of knowledge and how to gain knowledge. Sobh 
and Perry (2006:1195) argue that “underlying these four paradigms is the 
question of knowledge creation; how can the findings of one research project 
be generalised to other situations?”. Positivism holds the position “that the 
goal of knowledge is simply to describe the phenomena that we experience.
...science i s  what we can observe and measure. Knowledge of anything
beyond that a positivist would hold is impossible” (Trochim, 2000:1). In
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contrast, interpretivism holds the belief that knowledge is not only based on 
observable phenomena, but also on subjective beliefs, values and reason, 
and understandings. The epistemological approach is therefore that 
knowledge is constructed and the role of the researcher is to describe multiple 
realities (Guba and Lincoln, 1994). “A critical realist believes that there is a 
reality independent of our thinking about it that science can study. The critical 
realist recognizes that all observation is fallible and has error and that all 
theory is révisable. In other words, the critical realist is critical of our ability to 
know reality with certainty” (Trochim, 2000:2).
For this research the ontological viewpoint is based on a blended position of 
objectivism and subjectivism, and with an epistemological position of realism. 
Various researchers argue that a realist paradigm requires an objectivist stand 
(e.g. Easton, 2010). However, the author chooses a blended approach based 
on the premise that a realism paradigm can be based on both subjectivism 
and objectivism as long as “the researcher’s subjectivity can enable her to 
accurately comprehend the world as it exists in itself (Ratner, 2002:2). 
Moreover, Borch and Arthur (1995:423) support this by arguing that a mixed 
methodology would “contribute to the richness”, and blend the rigour of 
scientific validity of objectivist research with the insight of subjectivist 
research. Subjectivism is based on the premise that reality is socially 
constructed and the result of human coping strategies. It is situated and 
contextualised. Subjectivism is appropriate because organisations are 
boundary-less organic socially constructed and they are constantly coping 
with and adapting to the external environment. This ontological choice invites 
a case study approach through triangulation.
Before establishing a research design based on the realism position, different 
paradigms should be analysed, especially related to the case study approach 
as research methodology. The positivist paradigm does not fit with the 
research problem despite the fact that it is most widely used for business 
school research (Orlikowski and Baroudi, 1991). Positivists argue that reality 
can be measured by observation or experiments and within the methodology 
the researcher is independent from the subject and the research must be
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value-free. Layder (1993) points out that the primary mode of the research 
inquiry is theory-testing based on deduction. Approaching a complex social 
science phenomenon like the chosen marketing research problem might not fit 
with the positivism paradigm. Sobh and Perry confirm that point by arguing 
“that using positivism ...in social sciences like marketing has not been fruitful” 
(2006:1198). In contrast to the positivist paradigm, constructivism and critical 
theory paradigms view the world as complex and dynamic and constructed by 
people. Hence, these “constructions should be the driving forces investigated 
in social science research” (Sobh and Perry, 2006:1198). However, the 
authors claim that “constructivism and critical theory are not especially 
relevant in research about an organisation having to survive within a market, 
because marketing managers have to deal with a world that is external” (Sobh 
and Perry, 2006:1199). Gummesson agrees that “in marketing, the company’s 
external environment is always more important than the internal” (2000:105).
Hence, the author of this thesis decided to use the realism paradigm for the 
research problem of the application of revenue management in for-profit 
higher education. Realists “assume that there is real world out there. 
However, there is no way that such an assumption can ever be proved or 
disproved, as social constructivists, pragmatists and even positivists are ready 
to argue” (Easton, 2009:119). Cruickshank (2011:4) notes that “critical realism 
is an increasingly influential approach in the social sciences”. Moreover, 
Cruickshank argues that “of the three positions (positivism, social 
constructivism and critical realism), critical realism is the stronger -  or perhaps 
it is better to say it is the less weak -  because it recognizes that knowledge is 
fallible and thus open to revision and replacement through empirical research” 
(2011:4). Critical realism has been mostly developed by Bhaskar (1975), 
Archer (1995) and Bayer (1992). Healy and Perry (2000) note that within a 
critical realism framework, quantitative and qualitative methodologies are 
appropriate, so as to use case studies.
However, there are some critics of the realism paradigm. Guba and Lincoln 
(1994:113) state regarding the prediction and control of phenomena that the 
“reductionisms and determinism implied by this position should be noted. The
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inquirer is cast in the role of “expert”, a situation that seems to award special, 
perhaps even unmerited, privilege to the investigator". Sobh and Perry 
(2006:1200) state that the “imperfection of the realism view of an external 
reality implies that a search for just one negative result to disprove a theory 
may not be as appropriate in realism research”. Hence, the authors conclude 
that a negative result in realism research may be caused by the context’s 
intervention and not that the underlying mechanism has been misunderstood. 
The table underneath shows the three different paradigms related to ontology, 
epistemology and methodology applied.
Table 9, Overview of Different Paradigms
Paradigm
Positivism Interpretivsm Realism
Ontology Naive realism -  “real” reality but apprehendable Multiple societal realties
Objective reality is 
imperfectly and 
probabilistically 
understood, Social 
phenomena exist in the 
objective world
Epistemology Dualist/objectivist, findings true
Subjective approach to 
research, created findings
Modified
dualist/objectivist, 
findings probably true
Methodology
Quantitative, i.e. 
experimental/manipulative, 
verification of hypothesis
Qualitative,
hermeneutical/dialectical qualitative
(Source: adapted from Guba and Lincoln, 1994)
The author follows the argument of Sobh and Perry (2005:1200), which states 
that “realism research is searching towards an understanding of the common 
reality of an economic system, in which many people operate inter- 
dependently”. The author agrees with the realism view that there is a real 
world outside which can be discovered, since the author investigates the 
opinions and views of management at different hierarchical levels of higher 
educational organisations regarding an application of revenue management.
4.3. Research Design and Justification
4.3.1. Qualitative vs. Quantitative Research
This section indicates the chosen research design, based on a qualitative 
research design. First the author justifies the qualitative research approach.
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While the goal of quantitative research is to explain causes of change in social 
facts, qualitative research tries to capture the understanding of a social 
phenomenon. Stake (1995) argues that quantitative work seeks to explain 
while qualitative research seeks to understand. The next table illustrates the 
main differences between qualitative and quantitative research approaches.
Table 10, Overview of Differences between qualitative and quantitative 
Research Approaches
Qualitative Approach Quantitative Approach
Objective
To gain a deep understanding of 
the underlying reasons and 
motivation
To quantify the data and 
generalise the results from the 
sample to the population of 
interest
Sampling limited number large number
Data Collection unstructured or semi-structured Structured
Data Analysis not statistical Statistical
Outcome develop an initial understanding recommend a final action
(Source: adapted from Malhotra, 1996:164)
The differences between the approaches are based on the objectives, the 
sampling, data collection and the data analysis. Whereas a quantitative 
approach is about to prove or falsify hypotheses by manipulating variables, 
the qualitative approach seeks an understanding of a phenomenon and 
analyses data out of the context. The reliance on the use of quantitative 
techniques is not without discussion within the social sciences. Beveridge (as 
quoted in Kuper and Kuper, 1985:95) makes an interesting statement 
regarding quantitative techniques used in social sciences by stating “more 
discoveries have arisen from intense observation than from statistics allied to 
large groups”. Healy and Perry (2000:120) support this and argue that 
“qualitative research actually operates within three paradigms and the realism 
paradigm is one of the most important of these for marketing researchers”.
Hence, the author applies a qualitative research approach, which may fit 
better with the problem under study and its circumstances. Christie et al. 
(2000:15) argue that “qualitative research based on a well-defined 
methodology can provide the means to scientifically answer ....questions that
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provide for new insight”. Therefore, the author carries out qualitative research, 
as it fulfils the requirements for descriptive and exploratory research 
(Saunders, 2009). It is based on a case-study design, using semi-structured 
interviews as the primary research method. Given that no research has been 
undertaken into the application of revenue management into for-profit 
education organisations, a qualitative approach permits a better 
understanding of the process, requirements and conditions.
4.3.2. Types of Research Methods
Looking at the different options of research methods, Yin (2004) suggests 
considering three conditions in determining the right choice of research 
method; the form of research question, required control over behavioural 
events and focus on contemporary events (see table 11 below).
Table 11, Overview of Research Methods
Strategy Form of Research Question Requires control over behavioural events
Focuses on 
contemporary events
Experiment how, why Yes Yes
Survey who, what, where, how many, how much No Yes
Archival analysis who, what, where, how many, how much No yes/no
History how, why No No
Case Study how, why No Yes
(Source: Yin, 2004:5)
Reviewing the given research method alternatives, an experiment would not 
be suitable as it requires manipulation of variables which is not the case in this 
study. As the author intends to gain rich inside knowledge from the 
participants, surveys, historical analysis or archival analysis are deemed to be 
inappropriate as well. The case study, however, does not require control over 
behavioural events, but focuses on contemporary events, raising questions 
such as “how” and “why”.
4.3.3. Case Study Approach
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The author uses a case study approach which is defined by Yin (1984:23) as 
an empirical inquiry that “investigates a contemporary phenomenon within its 
real-life context”. Christie et al. (2000:12) argue that “case study research 
attempts to understand the nature of the research problem, reflecting, forming 
and revising meanings and structures of the phenomena being studied”. 
Hence, the author intends to gather information and data in a newly 
developing area of research. Yin suggests that a case study approach may 
lead to a more informed basis for theory development (Yin, 2009). Similarly, 
Perry (2001:305) states that a case study is “an investigation of a 
contemporary, dynamic phenomenon and its emerging body of knowledge..., 
using interviews, observation and other multiple sources of data”. Revenue 
management has been researched for more than 30 years including several 
aspects of pricing and capacity management. However, no research has been 
conducted so far regarding a possible application to for-profit higher 
education. As this research does not focus on measuring variables or testing 
relationships, but on uncovering meanings and understanding a contemporary 
phenomenon (application of revenue management to for-profit higher 
education), the case study approach is deemed to be most appropriate to gain 
insight into an application of revenue management to a for-profit hospitality 
education provider by interviewing management of different hierarchical levels 
of the organisation and its embedded units. The complexity of dealing with a 
multi-site organisation, with different market segments, and different 
organisational structures as well as the diversity of locations, and strategies 
suggests a case study approach.
Critics of the case study approach argue that case study research does not 
fulfil the criteria for reliability and a case study does not fit the idea of the 
generality of findings; other authors miss the rigour in methodology (Flyvbjerg, 
2006:234). On the other hand, Soy (1997:1) argues that “researchers continue 
to use the case study research method with success in carefully planned and 
crafted studies of real-life situations, issues and problems”.
The author applies a single case study design with embedded units instead of 
a multiple case study design. The embedded units in this case are the
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different brands within the division of hospitality education of the company. Yin 
(2004) notes that embedding integrates more complex subunits of analysis.
Many researchers argue in favour of multiple case study design as a multiple 
case study is critical for testing a well-formulated theory (Christie et al, 
2000:15). Yin (2004:5) argues that multi pi e-case studies “help to strengthen 
the findings ...because the multiple cases might have been chosen as: 
replications of each other, deliberate and contracting comparisons”. Yin adds 
that researchers have to decide “whether the two (or more) cases are to 
represent confirmatory cases or contrasting cases” (Yin, 2004:8).
However, the author chooses the single case study design based on Rowley’s 
(2002) and Yin’s (2003) recommendations for single case study design as 
follows:
- the case must be a critical one for extending, challenging or confirming 
theory,
The case is a critical one for extending the theory of revenue management as 
the use of revenue management in for-profit hospitality education has not 
been addressed by any research on revenue management as it is industry- 
specific.
- the case is rare or extreme,
The case is rare as there is a lack of research on application of revenue 
management in the context of private education.
- or the case provides unusual access for research.
The case provides unusual access for research, since it is impossible to have 
access to financial or economic indicators on revenue management strategies 
as these are not made available. Thus, this case study design allows gaining 
insight from the actors implementing strategies. In fact, insight into this case is 
possible as the author works for the institution under research.
Similarly, Sobh and Perry (2006:1203) state that “of course a single case 
should provide more in-depth data than multiple cases can, within the time 
and resource constraints of a research project”. However, the authors 
(2006:1204) warn that by “relying on just one case to provide the contextual
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conditions investigated in a realism research project requires an 
extraordinarily rich case”.
To conclude, a possible application of revenue management to for-profit 
hospitality education is a new field of research; it may be extending the 
existing theory of revenue management to a new industry setting, whilst a 
case study design investigating revenue management application in a new 
industry setting by interviewing different levels of management and different 
embedded units will provide new insight.
4.3.4. Case Study Research design
Yin (1984) suggests four steps for carrying out case study research 
considering the theory, defining and designing the case, collecting of data and 
analysis, and concluding, modifying and developing the theory. In detail Yin 
(1984) proposes at the first stage to review existing literature and develop 
propositions if necessary. At the second stage a definition and the design of 
the case / pilot study has to be developed. The third stage includes the data 
collection and analysis. Finally at the fourth stage conclusion, modification and 
development of theory, and a final report should be written.
Therefore, a four stage research process has been carried out, with the first 
step focusing on existing literature on revenue management and its conditions 
and components, followed by a review of higher education and its 
characteristics. In the next step the author has defined and designed the case 
and identified the unit of analysis. The third step includes the data collection 
by applying a case study design, by interviewing individuals of different 
hierarchical levels of a for-profit hospitality education provider. In addition 
documentary evidence was used to provide a background and context for the 
work and to help interpret the interviewees’ comments. Finally, the author 
focuses on the conclusions and contributions to theory regarding the possible 
application of revenue management in for-profit higher education. A case 
study protocol was prepared based on the literature and the themes that came 
from the literature review (see appendix H)
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4.4. Implementing the Research
This section outlines the process of implementing the research design, 
starting with the selection of the case which is a for-profit hospitality education 
provider. Although there are some distinctive characteristics of hospitality 
education, such as internships or the additional investment in training 
facilities, hospitality education does nevertheless reveal many of the 
characteristics of higher education. Furthermore, the unit of analysis will be 
outlined, followed by a pilot study, and the development of the research 
instrument. Then, the sampling process and the data collection are explained.
4.4.1. The Case
The case is one of the major providers of for-profit hospitality education, 
operating worldwide. The American company itself is not listed on the stock 
market. It has several divisions within its higher education business, inter alia 
offering online education. The division within the company of interest to this 
researcher is hospitality education, represented by five different brands, 
mostly operating in Europe, Asia and America. The brands under investigation 
are also called embedded units, meaning that they are part of the hospitality 
division but may operate independently to a certain extent. Each brand has its 
own organisational and management structure and hierarchy; however, some 
brands use the same shared services. Some brands are stand-alone; other 
brands have branch campuses which serve mostly as feeder schools. 
However, each of the entities within the division has its own brand. Despite 
the fact that all five brands are part of the division of hospitality education, so 
far no standardisation is present in accreditation or curricula. The different 
brands operate in a nowadays stiff competitive environment, and most of them 
price themselves at the top end of the market. In terms of marketing most of 
the brands put emphasis on the aspects of accreditation, quality, 
internationality and employability. In some countries where for-profit education 
does not receive recognition from the state government, accreditation is 
usually sought from the regional accreditation bodies in the United States. 
When it comes to quality, emphasis is put on the high faculty/student ratio and 
the vast industry experience of most faculty members. Internationality is given 
to the fact that most brands have a huge diversity in their student body.
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Perhaps the strongest argument is employability due the fact that the 
hospitality industry already starts recruiting on campuses and during the 
internship programs and acknowledges the suitability of the hospitality 
education delivered for their own needs. Fuller information about the case is 
provided in the next chapter.
The author has worked as a lecturer and program manager for one of these 
brands for the last six years and thus, he has access to key informants. 
Hospitality education has some distinctive features, as already outlined in 
chapter 3. First of all, almost all hotel schools run a model of mixing academic 
and vocational training which require facilities such as training kitchens, 
restaurants and front office. Next, due to the character of hospitality education 
almost all such hotel schools have a residential model where the students are 
requested to live for a certain time on campus, usually the first years, 
receiving a mix of academic and vocational training. The students have the 
opportunity to study either three years for a diploma or up to four years for a 
bachelor degree. However, it must be noted that even this condition differs 
from brand to brand, as some offer even a two-and-a-half-year degree 
program. All programs usually request the students to undergo a minimum of 
two internships in the hospitality industry. Most of the time the internships are 
paid, thereby, reducing the students’ burden of the overall tuition fee. 
However, some of the more prestigious hospitality internship providers will 
offer only unpaid internships. When it comes to recruitment, the different 
brands invest hugely in attracting prospective students and they have built up 
a worldwide network of educational counsellors. Next, the different brands 
offer up to four intakes per year. Due to the fact that training facilities for 
vocational education are needed, and due to the residential model, the 
number of students on campus is restricted. However, counting all students in 
the different programs, including those on internships, the absolute number is 
much higher. In conclusion, it can be said that hospitality education has its 
particular features, which makes it quite challenging to operate such as the 
residential model only or the facilities needed. Moreover, this type of higher 
education is not well researched so far.
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4.4.2. The Unit of Analysis
Yin (2003:22) requests clear identification of the unit of analysis in case study 
research in order to constitute the cases in the study. Zikmund (2000) defines 
the unit of analysis according to the data collection regarding organizations, 
departments or individuals.
This section describes the unit of analysis, although, it has to be noted that 
the individuals prefer to remain anonymous. Considering potential cases, the 
author has focused on a for-profit higher education organization with a special 
focus on hospitality education. Having discussed the author's research 
interest, management has approved the use of the institution as the case in 
which the author works as a lecturer for revenue management and marketing.
The unit of analysis is individuals, across different managerial positions, such 
as corporate management at the divisional level, to middle/brand 
management at the brand level or embedded unit, and academic 
management, of an international for-profit hospitality education provider.
The author of this thesis has chosen different parts of management of the 
organizational levels for interviews on the topic, due to their knowledge and 
involvement in decision-making processes.
4.4.3. The Pilot Study
In the first instance the author conducted a pilot study by interviewing two 
senior members of the for-profit higher education organisation, which 
constitutes the case, in May and June 2012. Working as a lecturer and 
program manager in one of the embedded units, the author had access to the 
interviewees. Since any revenue management application requests certain 
pre-conditions and the usage of different components and tools, and higher 
education has its own characteristics, the author developed a set of questions 
regarding the nature of education, market strategies, operational aspects and 
revenue management aspects, informed by the existing literature on revenue 
management and higher education. It has been interesting to explore the 
views and opinions of the senior members of management referring to the
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opportunities, obstacles and the possible impact of the application of revenue 
management. Beforehand the author provided as information a short definition 
of revenue management to the interviewees as background information.
The author conducted semi-structured interviews “to allow the dialogue to flow 
in an appropriate direction within the framework of the research” (Husband 
and Foster, 1987:57). The general strategy for the interview was to start with 
broad questions and then focus on the research topic to capture the 
interviewee’s opinions and views. The interviewees were asked to reflect on 
the nature of education, and current operational practices, followed by 
questions regarding revenue management practices.
All interviews were tape-recorded and the author took notes during the 
interview as well. The interviewees were assured that all information provided 
would be treated as confidential. The results provided the author with 
guidance on how to design and adjust the semi-structured interviews for the 
case study. Having discussed the findings of the pilot study with his thesis 
supervisors, the author revised some questions and adjusted accordingly, 
mostly to avoid leading questions. However, no major changes were 
necessary.
4.4.4. The Research Instrument
4.4.4.1. Development of Research Instrument and Interview Protocol
Following the analysis of the pilot study the author carried out case research 
applying semi-structured interviews by taking a hierarchical approach to 
explore different patterns at different organisational levels/embedded units. 
Given the novelty of the topic and to ensure getting the views of the 
respondents, the author used semi-structured interviews. Horton et al. 
(2004:340) state that “semi-structured interviews ....allow the interviewees a 
degree of freedom to explain their thoughts and to highlight areas of particular 
interest and expertise that they felt they had”. Prior to the design of the semi­
structured interviews the author reviewed the existing literature and the pilot 
study. The initial questions focused firstly on demographic questions, followed 
by questions regarding market strategies including the business environment
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and operational issues but also regarding any needs for changes in order to 
gain competitive advantage and how to achieve it. In brief the questions were 
developed from the themes that emerged from the literature review.
Then the author asked questions with regards to revenue management 
practice such as management of demand etc. An interview protocol was used 
to guide the interviews (refer to copy in appendix A). Albeit Yin (2004:10) 
warns that using only interviews may put the research at risk since 
researchers might “give too much weight to what they hear others saying, may 
not be able to conduct thorough searches for other relevant evidence”. In this 
case multiple interviews were conducted with individuals at different levels in 
the organisation and also as suggested by Yin (1984) company 
documentation were used to inform the interview process.
4.4.4.2. Rationale and Logic for Interview Questions
The rationale for interview questions has been developed as follows. The 
questions have been informed by existing literature on revenue management 
(e.g. Ng, 2008; Kimes, 1998) and higher education (e.g. Fried and Hill, 2009) 
and hospitality education literature (e.g. Airey, 2006).
The first set of questions focuses on gaining demographic information from 
the respondents of the different hierarchical levels, in order to understand their 
background and their responsibilities within the business.
The second set of questions asks for the nature and product of education in 
order to understand the characteristics of higher education, especially 
hospitality education. For example, asking the question “what is it that you are 
selling”, relates back to the literature on higher education where researchers 
have formulated different views on the product and nature of education (e.g. 
Fried and Hill, 2009). Following this, the next questions ask the interviewees 
for the target markets, any marketing activities and student processes such as 
recruitment, enrolment etc. based on existing research on higher education 
and revenue management to explore market strategies and operational
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aspects of the business of higher education. The next question asks the 
participants to determine their capacity to understand the constraints and the 
management of capacity which in fact has implications for an application of 
revenue management (Weatherford and Bodily, 1992). Following this, the 
interviewees were asked regarding competition and its impact. The rationale 
for these questions is to explore the impact of external business conditions as 
informed by existing research on revenue management (Lieberman, 1991), 
which argues that competition may act as a driver for the application of 
revenue management.
The next set of questions asked the participants to outline their view on 
performing revenue management practice. These questions have informed 
the author of this thesis regarding internal processes and tactics to deal with 
resources and demand and measure its success. Firstly, the participants were 
asked to indicate whether they are familiar with revenue management to 
explore their knowledge of this business practice. Secondly, the questions 
informed by existing literature on revenue management asked for different 
aspects of demand management such as monitoring total demand and 
reacting to demand to investigate the extent to which for-profit hospitality 
education utilises demand management and how they do so. Furthermore, a 
question regarding overbooking practice was developed to explore the 
utilisation of this revenue management tool (Ng, 2007). Chiang et al (2007) 
argue that overbooking helps to increase capacity utilisation when 
cancellations etc. occur. Indeed, higher education suffers from multiple 
applications whereby students will cancel some of their applications in the 
short term. Finally, two questions were developed to investigate the extent to 
which the institution measures its performance (e.g. Donaghy et ai, 1995) and 
which variables are of relevance.
Concluding the interview protocol, the respondents were asked for their 
opinion of a possible application of revenue management to for-profit 
hospitality education. The rationale for this question is to explore the views 
and perspectives of the different hierarchical levels regarding any aspects or 
obstacles of a revenue management application.
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The logic of the interview structure is as follows: the order of the interview 
questions is firstly based on the research question which has been formulated 
as investigating higher education in order to find out whether revenue 
management can be applied to for-profit education, with particular reference 
to higher education for hospitality. Furthermore, questions have been 
developed to achieve the research objectives, especially to establish the 
characteristics of for-profit higher education that relate to revenue 
management and to examine the extent to which revenue management can 
be applied to for-profit higher education and the implications for the 
management of capacity and pricing.
The author of this thesis has liaised with qualitative researchers to familiarise 
himself with interview practice, for example to learn how to avoid leading 
questions. All interviewees received the interview protocol beforehand to 
prepare for the interview. The interview began by exposing the purpose and 
aims of this research, followed by an explanation of revenue management.
All interviews were audio-recorded with the consent of the participants. The 
interviews were arranged in a quiet and comfortable setting for the 
participants. Furthermore, the interviewees were asked to reserve sufficient 
time, up to one hour in order to avoid any interruptions.
4.4.5. Sampling
Following Oka and Shaw’s (2000) advice on sampling in qualitative research, 
a purposeful sampling is adopted. Patton (2001:46) states that “purposeful 
sampling is a non-random method of sampling where the researcher selects 
“information-rich cases for study in depth”. Hence the author chose senior 
members from the academic and non-academic side, from different 
hierarchical levels, working for the multi-national hospitably education provider 
in order to gain rich information from decision-making managers. The 
interviewees were used to capture their opinions and views regarding the 
application of revenue management to for-profit education organisations. For 
the purpose of data triangulation, the author divided the sample into three
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clusters, that of corporate management, branch management and academic 
management.
The interviewees were chosen based on their role within the organisation, 
such as corporate management, middle or branch management (of the 
different brands/embedded units) and academic management. Different 
hierarchical levels were chosen to explore the perspectives of the participants 
in terms of their involvement with strategies, tactics and operational decision­
making. It is worthwhile to mention that academic management at the level of 
brands/embedded units is not involved in any pricing decisions but share 
some responsibility in terms of capacity utilisation such as for teaching 
facilities. On the other hand middle or branch management of the different 
brands/embedded units is involved in both, pricing and capacity utilisation, 
supported in some cases by the shared services within the division. However, 
decisions about the opening or acquisition of new branch campuses and new 
pricing models such as geo-bundling, with the idea to move price-sensitive 
students across the different brands/embedded units, are made by the 
corporate management in conjunction with middle or branch management of 
the brands/embedded units.
There is not much information available in the academic literature with respect 
to the number of interviews needed in qualitative studies. Perry (2001 ) argues 
that a range between 10 and 60 is needed and furthermore specifies 35 or so 
in doctorate studies. However, Creswell (1998) recommends up to 10 
interviews. The actual study has 19 interviews, although, taking into 
consideration the unit of analysis, the limited number is deemed to be 
appropriate. Indeed, this is in line with Padgett (1998, quoted in Bowen, 
2005:217) who argues the “emphasis is on quality rather than quantity, the 
objective was not to maximize numbers but to become ‘saturated ‘with 
information on the topic”.
The sampling process started in January 2012 and all of the interviewees 
were approached personally (by email or face-to-face). Appointments were 
arranged at times suitable for the interviewees in the schools’ private meeting
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rooms, in the headquarters of the shared services, or by Skype phone 
interviews. The interviewees received a letter/email of introduction and a copy 
of the questions for their information and preparation in advance. At the 
beginning of each interview the author informed the interviewees about the 
purpose of the research and about consent. The interviews were audio­
recorded. The average length of interview was around 30 minutes. The next 
table describes the interview schedule and logistics.
Table 12, Overview of Interview Schedule
Code
allocated Brand Position Level
Date of 
interview
Length
of
interview
(minutes)
A1 1 Campus director brand 1 Operations 07.08.2012 37
A2 1 Director Academic Affairs brand 1 Academic 10.08.2012 24
A3 1 Dean brand 1 Academic 15.08.2012 30
A4 1 Dean brand 1 Academic 01.11.2012 22
A5 1 CEO Brand 1 Operations 17.08.2012 18
A6 All Pres. Division Hospitality education Corporate 20.08.2012 32
A7 All CFO Corporate 20.08.2012 32
A8 All Director Enrollment Corporate 20.08.2012 17
A9 All SVP Division Hospitality education Corporate 20.08.2012 35
A10 3 CEO & Directeur General brand 3 Operations 22.08.2012 46
A11 All Country Enrollment Manager Corporate 26.09.2012 14
A12 1 Dean branch campus brand 1 Academic 09.09.2012 16
At 3 5 CEO brand 5 Operations 10.09.2012 36
At 4 1 CEO branch campus brand 1 Operations 13.11.2012 18
At 5 All CEO and President Division Corporate 19.11.2012 36
At 6 4 CEO brand 4 Operations 04.12.2012 19
At 7 2 Director Academic Affairs brand 2 Academic 25.01.2013 67
At 3 All CEO Division Hospitality education Corporate 31.01.2013 56
At 9 All Regional Admission Manager Corporate 04.03.2013 33
588
(Source: Author)
The interviewees were chosen following careful selection regarding the 
different brands/embedded units, accessibility and knowledge actors. Each
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brand/embedded unit of the division of hospitality education is represented by 
its management and if possible by a member of the academic management. 
Moreover, the author selected the corporate level members of management 
holding varied functions such as marketing, recruitment, etc. to obtain the 
different viewpoints on pricing and capacity management.
4.4.6. Data Collection
The process of data collection consists of the sampling procedure, piloting a 
study, applying a case study and considering ethical issues within the 
research process. Yin (2009) suggests maintaining a chain of evidence for 
collecting data in the form of selecting multiple sources of evidence and by 
creating a case study database.
Secondary documentation was used in a very limited way to add some 
context to the discussion rather than as a basis for analysis due to the fact 
that access to company information was very limited as the company is 
private, and the author could not gain access to any other company 
information such as financial statements.
Therefore, the documentary evidence is based on publicly available 
documents such as company web pages, marketing-related material such as 
leaflets about existing program offers and new program offers, leaflets with 
cross-comparisons between different brands and their program offers 
including price comparisons, brochures about accreditation and recognition, 
press releases about the launch of new programs, diverse fact sheets about 
company divisions including overviews of divisions, mission, key personnel, 
network of hospitality schools, and facts and figures of the different brands. 
Furthermore, campus brochures including overview, mission, curricula, 
internships & career services, scholarships and financial services, admissions 
requirements and lists of tuition and other fees, including payment plans, 
scholarships, and loan information for the different brands of the organization 
were included.
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The final step in the data collection process will be the data analysis. 
Additionally, Stake (1995) argues that data collection and data analysis should 
run concurrently in a case study design. The main data for this research came 
from semi-structured interviews with different hierarchical levels of 
management of a for-profit hospitality education provider.
4.5. Quality of Case Study Design
There is an on-going debate about the criteria to evaluate quality in qualitative 
research (e.g. Healy and Perry, 2000). In quantitative research the typical 
measures are reliability and validity “to ensure replicability or repeatability of 
the result” (Golafshani, 2003:598). However, Golafshani (2003:599) argues 
that “the concepts of reliability and validity are viewed differently by qualitative 
researchers who strongly consider these concepts defined in quantitative 
terms as inadequate”. In fact, Lincoln and Guba (1985) propose four criteria 
for evaluating interpretive research work: credibility, transferability, 
dependability, and confirmability. However, Golafshani (2003:601) notes that 
“on the other hand, Patton (2001) states that validity and reliability are two 
factors which any qualitative researcher should be concerned about”.
4.5.1. Reliability
Joppe (as quoted in Golafshani, 2003:598) defines reliability as “the extent to 
which results are consistent over time and an accurate representation of the 
total population under study is referred to as reliability and if the results of a 
study can be reproduced under a similar methodology, then the research 
instrument is considered to be reliable” (Golafshani, 2003:598). Soy (1997:2) 
suggests that during the design phase of case study research, “the researcher 
must ensure that the study is well constructed to ensure construct validity, 
internal validity, external validity and reliability. Exemplary case study design 
ensures that the procedures used are well documented and can be repeated 
with the same results over and over again”. The author follows Yin’s (1984) 
recommendation stating the importance of maintaining a chain of evidence to 
increase the reliability of information in case study design. Thus reliability has 
been achieved by using a case study protocol (Yin, 2003) and a detailed 
documentation of the case procedure.
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4.5.2. Validity
Bernard (2000, as quoted in Al Quran, 2010:113) defines validity as “accuracy 
and trustworthiness of instruments, data and findings in the research”. 
Exerting a case study approach requires rigorous methodology in order to 
ensure integrity and validity (Miles and Huberman, 1994). Cook and Campbell 
(1979:37) define validity as the "best available approximation to the truth or 
falsity of a given inference, proposition or conclusion”. There is some criticism 
directed at case study research for the lack of methodological rigour and 
possibility of bias (Christie et al. 2000:16). Yin (1984) suggests the integrity or 
rigour of validity through four approaches: construct validity, internal validity, 
external validity and reliability. Christie et al. (2000:16) state that “case study 
research can achieve construct validity by developing its constructs through a 
literature review, use of multiple sources of evidence”. Apart from extensively 
reviewing the literature, the author designed a structured process for 
recording interviews and interpreting data. Moreover, the author has 
contributed to construct validity by reviewing company's documents such as 
marketing material, pricing information and other relevant company 
information. Triangulation is another means to ensure construct validity; Yin 
(2004:9) states that “in collecting case study data, the main idea is to 
“triangulate” to make ... findings as robust as possible”. The author refers to 
triangulation in the following section.
According to Yin (2003), internal validity is essential in explanatory case study 
research, however, not in descriptive and exploratory research. In this 
exploratory case study, however, the author attempts to achieve internal 
validity by matching and contrasting a priori codes with emergent themes in 
the qualitative data analysis.
External validity is defined as “the extent in which the findings of one case 
study could be applied to other situations and therefore answered the 
question how generalized were the results of the research study” (Laws and 
McLeod, 2004:16). Since the author chose a single case study to investigate
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the site and phenomenon, theory building is limited and external validity can 
only be measured in terms of its potential transferability.
4.5.3. Triangulation
Jick (1979) defines triangulation as the use of multiple methods, mainly 
qualitative and quantitative, in studying the same phenomenon for the 
purpose of increasing study credibility. Thomas (2003) notes that business 
research tends to be pragmatic and not always concerned with paradigmatic 
purity. Hence, managers may choose the paradigm for the purpose of its 
function, rather than for any particular school of thought. This may cause a 
certain crossing of boundaries and therefore, the use of triangulation may 
increase the validity of research (Scandura and Williams, 2000). Janesick 
(quoted in Griese, 2005) differentiates between “data triangulation, the use of 
a variety of data sources in a study, investigator triangulation, the use of 
several different researchers, theory triangulation, the use of multiple 
perspectives to interpret a single set of data and methodological triangulation, 
the use of multiple methods to study a single problem” (Janesick, 1994:214). 
Soy (1997:3) suggests that “the gathering of data using multiple techniques 
strengthens the (case) study by providing opportunities for triangulation during 
the analysis phase of the study”. Various authors propose any form of 
triangulation in qualitative research in order to strengthen the findings (e.g. 
Yin, 2003). Interestingly, Sobh and Perry (2006:1202) argue that “that the idea 
of triangulation assumes a single reality and thus is only appropriate with the 
realism paradigm and is not appropriate within constructivism or critical theory 
research”.
Different types of triangulation are in discussion in qualitative research such 
as researcher, data and method triangulation. The latter asks for different 
methodologies, for example starting with a survey followed by in-depth 
interviews. Researcher triangulation is based on the idea that the peer 
researcher reviews the research process. Data triangulation as used by the 
author of this study requests different data sets such as interviews with top 
management, branch management and academic management with respect 
to their views and opinions on a possible application of revenue management
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and the implication on the management of pricing and capacity in higher 
education. In fact, Sobh and Perry (2006:1203) state that “for example, 
different interviewees are asked the same question to test whether they 
answer with the same perceptions. Sometimes, these different triangulation 
sources will provide different perceptions, but those different perceptions 
should not be considered to be confusing glimpses of the same reality, rather 
they should be considered to foster understanding of the reasons for the 
complexities of that reality”.
4.6. Case Study Data Analysis
Punch (2009:171) argues that “there is no single right way to do qualitative 
data analysis -  no single methodological framework. Much depends on the 
purposes of the research, and it is important that the proposed method of 
analysis is carefully considered...”. Miles and Huberman (1994) propose 
analysing qualitative data by using three main components such as data 
reduction, data display, and drawing and verifying conclusions. The starting 
point in analysing qualitative data is coding and “the foundation for what 
comes later” as codes label themes and try to identify patterns (Punch, 
2009:175). Miles and Huberman (1994) distinguish between descriptive and 
inferential codes. The first ones may be based on existing literature and 
research and give guidance in the analysis process. Similarly, Glaser and 
Strauss (1967) discuss the use of “in vivo codes” (Glaserian approach) in their 
inductive grounded theory coding. Punch (2009:176) elaborates on this, 
stating that “first level coding mainly uses these descriptive, low inference 
codes, which are very useful in summarizing segments of data, and which 
provide the basis for later higher order coding”.
The qualitative data of this study were analysed and reported following 
Creswell’s (1998) recommendation such as organisation and categorisation of 
data, interpretation and identification of patterns and synthesis. Moreover, the 
author based his qualitative data analysis approach on Yin's (2003:111-115) 
recommendations using two of three main analytic strategies such as defining 
and testing rival and contrasting explanations, and developing a detailed 
description of the case, aligned with the Straussian approach.
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As this research is based on an exploratory approach, the rationale for the 
logic of the data analysis is based on key themes, informed by the literature. 
Thus, the author reviewed the existing literature of revenue management and 
higher education in order to determine pre-conceived categories which are as 
follows: the key themes informed by existing research on revenue 
management and higher education, and developed in the conceptual 
framework, are the product and nature of education, market strategies and 
operational issues including the management of pricing and capacity in higher 
education, and revenue management practice such as forecasting and 
demand management. Furthermore, by analysing the data, the author also 
searched for emerging themes. The author followed an iterative inquiry 
approach (Grbich, 2009); using grounded theory to iterate until saturation of 
inductive reasoning was reached, meaning no more new themes can be 
discovered. Following Strauss’s (1990) suggestions, the author then matched 
pre-conceived categories against the respondent’s interviews.
The author is aware of qualitative data analysis software such as NVivo and is 
trained in these; however, following the Coffey and Atkinson (1996) 
suggestion, a manual analysis of data has been applied, on the basis that it 
brings the research closer to the data.
4.7. Ethical Considerations
Zimbardo notes that “Ethics embody individual and communal codes of 
conduct based upon adherence to a set of principles which may be explicit 
and codified or implicit, and which may be abstract and impersonal or 
concrete and personal” (Zimbardo, 1984, cited in Cohen et al., 2000:58). 
Resnik (2010:1) states that “ethics are norms for conduct that distinguish 
between acceptable and unacceptable behaviour”. Flence, Resnik (2010:1) 
argues that “there are several reasons why it is important to adhere to ethical 
norms in research, [...] to promote the aims of research, such as knowledge, 
truth and avoidance of error”.
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Christians (2000, quoted in Denzin and Lincoln, 2000) suggests inter alia 
informed consent, privacy and confidentiality and accuracy. Other authors add 
that the researcher should explain the study and the study benefits and 
explain to the participants their rights and protections (Cooper and Schindler, 
2003). Researching the application of revenue management to for-profit 
education organisations, several ethical issues may arise. Apart from the fact 
that the author has to inform participants about the research problem, the 
author may perturb participants in carrying out interviews within the chosen 
case study approach.
The case study approach contains another possible ethical dilemma. 
Gathering data and documents from a business organisation requires the 
researcher to ensure the privacy and anonymity of the organization. In order 
to cope with these ethical issues, the author guaranteed all participants 
anonymity, treated all collected information in a confidential manner and 
followed all ethical standards within the organisation. With respect to the tape- 
recording the author asked the participants for permission, and ensured a 
separate and safe saving of data. Furthermore, the author of this thesis 
followed the ethical approval process as requested by the university (refer to 
appendix B).
4.8. Limitations and Bias
Within the research and the use of case-study approaches in the social 
sciences there is some discussion about bias in case studies (Diamond, 
1996). Diamond argues that the case studies suffer from “a crippling 
drawback” because they do not apply “scientific methods” (1996:6). Flyvbjerg 
(2006:235) notes that “the bias towards verification is general, but the alleged 
deficiency of the case study and other qualitative methods is that they 
ostensibly allow more room for the researcher’s subjective and arbitrary 
judgement than other methods”. But Flyvbjerg argues that “the question of 
subjectivism and bias toward verification applies to all methods, not just to the 
case study”. Hence, Flyvbjerg (2006:235) states that “the case study contains 
no greater bias towards verification of the researcher’s preconceived notions 
than other methods of inquiry. Brown (1998:85) suggests that in order to
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overcome bias within the case study research, the researcher should “make 
the entire research process transparent, to include details of the research 
design, data collection, and analysis and the problems overcome”.
For this study a possible limitation could be seen with respect to the role of the 
researcher as a participant observer as well as of respondents’ bias. By 
acknowledging the duality of the researcher's role the author tried to avoid 
this bias. Moreover, the author followed Sobh and Perry's (2006:1205) advice 
“through interactions with other researcher’s literature”. Regarding 
respondent's bias and producing socially desirable responses, the author 
informed the interviewees that any viewpoint, be it negative or alternative 
views, is welcomed and of value. Furthermore, the author followed Eisenhardt 
and Gaebner’s (2007:28) recommendation that “a key approach (to limit bias) 
is using numerous and highly knowledgeable informants who view the focal 
phenomena from diverse perspectives”. The list of participant positions shows 
this requested diversity and knowledge.
4.9. Conclusions
This chapter outlines the philosophical underpinnings of the study, the 
methodology used based on a realist paradigm and using a single case study 
approach. The author has looked at aspects of conducting qualitative 
research, starting from the justification of the research methodology and 
emphasizing rigour through a clear outlined case study design and the 
aspects of validity and reliability. The next chapter will report the findings of 
the single case study with embedded units and discuss the outcome of the 
research process.
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Chapter 5 Findings and Discussion
5.1. Introduction
The previous chapter discussed and justified the chosen methodology. This 
chapter presents, analyses and interprets the collected qualitative data from 
19 interviews with management at different hierarchical levels, working for a 
for-profit higher education institution which offers hospitality education with 
five different brands, mostly in Europe and also in Australia and USA. The 
company is a division of a major provider of an American university network 
operating worldwide, in which hospitality education is one of the smaller 
divisions. Additionally, internal and external company documentation was 
reviewed in order to gain deeper insight into the business and its practice, 
although access was limited. The interviewees for the case study were 
selected based on their experience in the management of and/or teaching at 
for-profit higher educational institutions. The author limited the interviews to 19 
participants as saturation had been reached. For ethical reasons and as part 
of the agreement with the institution to use the individuals as the unit of 
analysis, confidentiality, anonymity and privacy of the participants and the 
company was requested and guaranteed. Any business information or branch 
names have been disguised in order to ensure anonymity.
As discussed in Chapter 3, higher education faces major challenges in terms 
of financing the services offered (e.g. Lee, 2009) apart from increased 
competition and issues of accountability and affordability (e.g. Barnett, 1997). 
Indeed, Collis (2002:98) states that higher education has “to undergo 
substantial changes over the next several years”. As a consequence, higher 
education may be forced to review its existing pricing models as well as its 
use of resources such as in terms of utilisation of capacity.
Hence, the research question is to investigate the possibility of an application 
of revenue management to for-profit higher education organisations, putting a 
special focus on hospitality education, by applying a case study approach. 
The author provides in the next step a rich description of the case because it
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forms the context for the findings and is also an outcome of the review of 
company documents.
The second part of the chapter reports some demographical information about 
the respondents such as years of experience in education and the breakdown 
of positions. This is followed by an analysis of the respondents from different 
hierarchical levels such as corporate, branch and academic management, of 
the for-profit hospitality education provider. Then, the author will analyse and 
discuss the data gathered from the five brands/embedded units within the 
hospitality education division, and conclude the findings and discussion.
5.2. The Case
The case concerns one of the major providers of for-profit hospitality 
education, operating worldwide. The company is a multi-national company, 
based in the United States of America, offering across geographical regions a 
variety of programs from medicine up to hospitality education. The company 
has both, campus-based and online-learning programs. The company is 
owned by the founder and has other major stakeholders, but is not listed on 
the stock market.
The division within the company of interest to this researcher is hospitality 
education; represented by five different brands/embedded units, mostly 
operating in Europe, Australia and America. Each division is managed by a 
CEO to whom the CEO’s of the embedded units report. Each 
brand/embedded unit has its own organisational and management structure 
and hierarchy, thus, each embedded unit is normally managed by a CEO, 
supported by campus managers and academic management, such as director 
of academic affairs and deans. The academic management is in charge of the 
management of the academic delivery of courses, maintaining quality 
standards, accreditation issues and academic development. The campus 
manager is in charge of the day-to- day operations and the financial aspects 
of the branch. On the non- academic side the campus director is supported by 
student services, IT, accounting, and food & beverage and housekeeping.
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At the level of branch campuses of the brands/embedded units, each campus 
has normally a director/CEO, dean and a campus director. Due to the 
historical development of the hospitality division not all campuses have the 
same organisational structure, for example in some cases a dean leads the 
campus and acts as campus director as well. This is to be explained by the 
size of the campus. The CEO of the brand represents the embedded unit 
including any branch campuses and reports directly to the CEO of the 
division.
The division maintains shared services, based in Switzerland, by offering 
support in terms of marketing, finance, recruitment, enrolment and partially 
admissions, although some embedded units overseas do not use this service 
and are not obliged to at this stage. One of the reasons for this is based on 
the fact that these units have been bought more recently and, thus, kept their 
independence. However, recently all embedded units have been asked to 
follow a standardised reporting system in terms of financial reporting and 
forecasting. Admissions are normally organised at campus level, with support 
from shared services. Each campus also offers student services including 
career support and guidance regarding internships and industry placements.
A limited number of scholarships are provided and are merit based to attract 
motivated young people. One brand differs in offering scholarships, based on 
motivation and community involvement. Another US based brand offers, apart 
from merit-based scholarships, federal loans and need-based scholarships 
and grants. All schools offer payment plans.
In terms of marketing the division focuses on accreditation, quality, 
internationality and employability. In some countries where for-profit education 
does not receive recognition from the state government, accreditation is 
usually sought from the regional accreditation bodies in the United States. 
When it comes to quality, emphasis is put on the high faculty/student ratio and 
the vast industry experience of most faculty. Internationality is given by the 
fact that most brands/embedded units have a huge diversity in their student 
body. Perhaps the strongest key selling point is employability due the fact that
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the hospitality industry already starts recruiting on campuses and during the 
internship programs and acknowledges the suitability of the hospitality 
education delivered for their own needs.
Most recently, the division reported declines in enrolment, and hence has 
focused on increased marketing activities and spending, accompanied by 
internal cost management such as laying off faculty, pay freezes and even the 
termination of one brand. There have also been major changes within top 
management within the division. Fighting back on declines in enrolments, at 
the brand level the focus has been on new program developments to increase 
enrolments. Most recently, a discussion has started regarding the increased 
use of online teaching facilities initiated by corporate management. In parallel 
there are efforts in place to focus more on synergies, for example creating 
video-based lectures which can be shared by other campuses.
5.2.1. Brief Description of the Embedded Units
The hospitality division comprises five embedded units or brands, located on 
different continents. Currently there are more than 7.000 students enrolled in 
hospitality programs within the division. Each brand had its own specifics in 
terms of specialisation such as focusing more on food and beverage or leisure 
business within hospitality management studies. Table 13 provides an 
overview of the five brands.
Table 13, Overview of the Brand/Embedded Units
Overview of the brands/embedded units
Location No of branch campuses
Use of 
shared 
services
Residential
model Pricing Strategy
Brand 1 . Switzerland 3 Yes Yes Premium
Brand 2 Switzerland 1 Yes Yes Premium
Brand 3 Switzerland 0 Yes Yes Premium
Brand 4 USA 0 No No Market follower
Brand 5 Australia 1 No . Yes Domestic/intern.Pricing
(Source: Author)
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Each brand has its unique characteristics as follows. Brand 1, based in 
Switzerland, has a strong focus on craft-based learning, and a specialisation 
towards food & beverage, offering undergraduate and graduate programs with 
three intakes per year. The brand has three branch campuses worldwide, 
which act mainly as feeder schools, meaning that students can start their 
studies there and finish the study at the main campus in Switzerland. The 
brand is performing very well, both financially and in terms of program and 
branch campuses development, thus, contributing to two-thirds to the EBITDA 
of the division. This brand has structured its degree program based on five 
semester study and two paid internships. The school's mission is to prepare 
international students committed to a career in the service industries.
Brand 2, is also based in Switzerland, and puts a strong focus on business 
studies. The brand has one additional branch campus, offering two intakes 
per year. Its degree program consists of five semester academic studies and 
two paid internships. The brand's mission states that it is a career maker, a 
unique global experience that turns ambition into real-life opportunities.
Brand 3, based in Switzerland too, has been created to gain state 
accreditation, and build as a kind of joint venture of two existing brands, thus 
sharing their resources. This brand offers an undergraduate and a graduate 
program, with two intakes per year. The main program is a four year bachelor 
program, consisting of six semesters of academic study and two paid 
internships. It is worth mentioning that this brand has been terminated in the 
meantime, mostly due to low enrolment numbers and cost structure.
Brand 4 is US-based, offers a three years hospitality degree and two other 
programs such as in business and culinary arts, and runs only undergraduate 
programs with four intakes per year. Programs can be studied full-time, part- 
time and online. The school partners with three other brands within the 
hospitality division to allow student to transfer for one to two semesters. The 
brand has suffered from financial challenges recently. It has no other branch 
campus and its mission is to turn passion into career.
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Brand 5 is based in Australia, and focuses on hospitality management 
education, with one branch campus, having four intakes. The brand offers a 
fast-track 2.5-year degree program. This is structured by offering three 
semesters of 24 teaching weeks and two semester internships. Moreover, this 
brand also offers postgraduate programs. The brand's mission is to deliver the 
highest quality hospitality business education. The school runs partnerships 
with two brands of the division, so that students can study one semester 
abroad.
Most brands offer not only hospitality programs but also a range of 
specialisations and concentrations such as Event, Spa, and Health and so on. 
Moreover, one brand has recently developed a new program such as a Global 
Bachelor program including studies at three different campuses worldwide. 
Furthermore, all brands offer student exchange programs within the university 
network.
Differences amongst the brands are based on inter alia on length of study, for 
example from a fast- track 2.5-year program up to four years of study, and 
accreditation. Most brands offer not only hospitality programs but also a range 
of specialisations and concentrations. All brands offer student exchange 
programs within the university network. The brands use different price points; 
based on location, cost structure and program offers. Some brands in different 
locations than Switzerland are less expensive and offer even a shorter length, 
making study there more affordable. Interestingly, not all brands follow a 
premium pricing strategy.
Similarities are given that most brands run a residential model, requesting 
students to live on campus, especially for their first semesters. Moreover, all 
brands have facilities for craft-based learning such as kitchen, restaurants and 
front office operations. However, some brands run these practice work 
sequences in shorter time periods than other brands.
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Some of the embedded units are based in bigger cities with access to local 
markets and most students are therefore from that country itself. Other 
embedded units recruit worldwide and have up to ninety different student 
nationalities. Their campuses are mostly located in remote locations.
Some brands are stand-alone; other brands have branch campuses in other 
countries which serve mostly as feeder schools. Despite the fact that all five 
brands are part of the division of hospitality education, so far no 
standardisation is present in terms of accreditation or curricula.
In terms of competition, all brands operate in a quite stiff competitive 
environment. With regards to their positioning, differences in pricing can be 
observed. Some brands price themselves at the top end of the market, others 
not. All five brands set a fixed tuition fee per semester. The typical bachelor 
program comprises of seven semesters, out of this there are two internship 
semesters, however, some brands offer a fast-track degree program.
Admissions are organized at campus level, with support from shared services. 
Each campus also offers student services including career support and 
guidance regarding internships and industry placements. Some branch 
campuses are not operating at full capacity; some other branch campuses 
struggle with constraints in capacity, mainly due to accommodation issues.
It is worth mentioning that not only one of the five embedded units has been 
terminated recently due to low enrolment figures, but also other brands are 
struggling in terms of revenue generation and cost structure. Out of the five 
brands there is one brand which contributes two thirds to the EBIDTA results 
of the division.
Analysing the different embedded units, the focus is on differences between 
the five embedded units with respects to market strategy and operational 
issues and their view on revenue management practice.
5.3. Demographic Information
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The first section of the questions with the interviewees dealt with various 
aspects of their background. The findings are presented in table 14.
Table 14, Overview Demographics
Code
allocated Brand Position
Years 
working for 
company
Background 
in Education
Highest
academic
qualification
A1 1 Campus Director 11 Yes
MSc
A2 1 Director Academic Affairs 14 No MBA
A3 1 Dean 18 No MBA
A4 1 Dean 6 No MBA
A5 1 CEO 2 No
D EA /
Master
A6 All President Division 15 No Master
A7 All CFO 3 No MBA
A8 All Director Enrolment 8 Yes
Bachelor
A9 All SVP Division Hospitality Education 8 No Master
A10 3 CEO 13 Yes PhD
A ll All Country Enrolment Manager 4 No Bachelor
A12 1 Dean 10 No Master
A13 5 CEO 8.5 No MEd
A14 1 CEO 16 No PhD
A15 All President Division 20 Yes Bachelor
A16 4 CEO 1 Yes Master
A17 2 Director Academic Affairs 12 No MEd
A18 All CEO Division 8 No Master
A19 All Regional Admission Manager 2 No MBA
(Source: Author)
The table shows for the respondents working at different management levels, 
the number of years working for the company. This ranges from 20 years to 2 
years with a mean of 9.5 years. It also shows whether they have had previous 
experience outside education. The rationale for this question was to establish 
whether the respondents had had experience outside the academic world 
which might influence their views about revenue management. The table 
shows that many respondents do not have a background in education. 
Experience outside eduction included work in tourism, hospitality and 
accounting. Finally the table shows the highest education qualification, with 
most having a master degree or higher.
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The next table shows the breakdown of positions of management at corporate 
level, branch level and academic management.
Table 15, Breakdown of Positions
Breakdown of Position
Top Management 5
Corporate, e.g. marketing, sales and finance 3
Management at brand/property level 6
Academic Management 5
(Source: Author)
The corporate management is classified as leading the division of hospitality 
education within the company. Moreover, the three participants support top 
management at the corporate level such as for example Chief Financial 
Officer or Enrolment Director. The management at the branch level is normally 
the CEO of the brand with or without having additional branch campuses. The 
academic management consists of Directors of Academic Affairs and Deans.
5.4. Introduction to Research
Within this section the author matches pre-conceived categories, established 
from the literature review, against the respondents’ interviews, following 
Strauss ‘and Corbin's (1990) suggestions. The qualitative data of this study 
are analysed, as they relate to the pre-conditions, components and tools for 
revenue management against these pre-conceived categories, and reported 
following Creswell’s (1998) recommendation such as organisation and 
categorisation of data, interpretation and identification of patterns and 
synthesis. Following Sobh and Perry’s (2006:1206) recommendations that 
“representative quotations in support of explanations should occur frequently 
in the text with links to the respondent who said it, to provide the in-depth 
understanding that realism researcher seek”, representative quotations can be 
found in the data analysis.
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Three matrixes have been developed to provide an overview of the patterns, 
similarities and differences. These can be found in appendices E, F and G. 
The first matrix summarises the patterns amongst all participants. The second 
matrix outlines the patterns of the three different hierarchical levels, and the 
third matrix shows the patterns of the embedded units interviewed. The author 
has taken a hierarchical approach to explore different patterns at different 
levels/units. The reason for taking the levels/units etc. has been outlined in the 
methodology. Beyond the use of semi-structured interviews, secondary 
information such as company’s internal and external documentation has been 
reviewed to confirm or challenge the findings. Secondary documentation was 
used in a very limited way to add some context to the discussion rather than 
as a basis for analysis.
The next section investigates the views of individuals from different 
hierarchical levels within the institution. Within the analysis and discussion, it 
is worth looking at any overall organisational strategies which may have an 
impact on the responses of different organisational levels. In general, it is said 
that the different brands can operate quite independently due to the overall 
policy and also as a request from accreditation bodies. In terms of marketing 
the different brands/embedded units showcase their study programs 
promoting their own brand. However, it is worth mentioning, that there are 
also marketing activities from the shared services, promoting all brands by 
using the umbrella brand of the division. Furthermore, the sales forces such 
as educational counsellors are also promoting all brands within the division.
When it comes to pricing, branch management develops pricing strategies 
and tactics but needs to get approval from corporate management. Similarly, 
regarding capacity utilisation the branch management has to collaborate with 
corporate management with respect to the opening of new campuses but also 
introduction of new programs. Interestingly, a respondent from corporate 
management stated:
“our process [in terms of recruitment, enrolment and admissions] has very 
institution focused, and that's really required by our accreditors as well. So 
even though we do have some centralized services that we perform here in
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Switzerland,[...] the institutions are still very much in control; they set their 
own admission standards and they participate in the enrolment process. ” (A6)
From the analysis presented later in this chapter the hierarchical levels of the 
institution have very mixed views about revenue management both in their 
understanding of the term as well as in its perceived relevance to the work of 
its educational activities. For example, corporate management based on their 
strategic approach considers differential pricing which is seen as one of the 
levers/components of revenue management as essential to react to changing 
markets and to gain a competitive advantage. Similarly, branch management 
being responsible for the embedded units is well aware that changes in the 
management of pricing and capacity are necessary to sustain their business 
model. In contrast, academic management is quite critical about playing the 
game on pricing due to concerns regarding fairness and quality in education.
It is worth mentioning that some respondents, mainly from academic 
management, were not able to answer all questions either due to a lack of 
involvement in certain business practices such as for example pricing or 
knowledge, such for example regarding target capacity.
5.5. Analysis of Data with Reference to Hierarchical Levels
The data analysis focuses firstly on the pre-conceived categories such as 
revenue management practice, pre-conditions needed and tools utilised, 
informed by existing literature on revenue management and higher education. 
The following key themes have been informed by the literature: the first is the 
product of education so as to understand the characteristics of this industry. 
Secondly, market strategies and operational issues were explored such as 
competition, demand, capacity, pricing, marketing activities and the process of 
recruitment, enrolment and admissions in order to understand how pre­
conditions of revenue management may be given and components and tools 
of revenue management are utilised. Following these, another key theme 
related to the practice of revenue management, namely, managing demand, 
overbooking, and the measurement of performance of the institution. The 
rationale for these key themes is derived from the literature and the
157 © Detlev Remy
development of the conceptual framework to understand the nature and 
characteristics of the product and mechanism to cope with it.
Therefore, the author starts with the product of education, followed by 
marketing, and operational aspects of pricing and capacity. In order to 
understand the higher education industry settings from the viewpoint of 
different hierarchical levels of the institution, questions were developed to gain 
deeper insight of the product, processes and obstacles. Indeed, previous 
research on the application of revenue management in new industries (e.g. 
Kimes and Singh, 2009, Coulter, 1999) has similarly analysed the industry 
settings to understand the product, followed by investigating to what extent 
pre-conditions of revenue management are given. The author outlines just for 
a better understanding the pre-conditions of revenue management as agreed 
by existing research on revenue management. Any industry wishing to apply 
revenue management needs: demand exceeds supply, a finite selling horizon 
(perishability), inflexible or constrained capacity, high fixed cost and low 
variable cost and advanced reservations/purchase. The data analysis intends 
to explore to what extent higher education faces those conditions.
Then the author analyses and discusses the data by reviewing revenue 
management processes, such as for example demand management and 
practising overbooking, informed by the existing literature on revenue 
management to understand of how for-profit hospitality education utilises 
these components and tools of revenue management.
5.5.1. The Product of Higher Education
The different hierarchical levels of the institution were asked what they are 
selling, and the view of corporate management is that of hospitality education 
being a product which needs to be sold, however based on a positioning such 
as selling dreams and careers:
“Education. Yes, interesting, what are we selling? I think we’re selling 
international job opportunities or careers for students who want to have an 
international career in what I call the international world of hospitality. ”(A9)
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The focus is here clearly on combining the product of education with the 
outcome of employability. In line with this, Lee and Topper (2006:85) argue 
that “proprietary schools stress an occupationally-oriented education”. Another 
statement from corporate management focused on the aspect of careers:
“Well I think our -  the way that we would look at it is that we are fulfilling 
dreams. So young people have a dream of an international career and 
entering a fast paced industry and we help them to achieve that. And I think 
particularly the Swiss schools with their international environment, their 
international focus and their international employment opportunities are really 
designed specially to serve that purpose. ”(A6)
The respondents from corporate management stated that the product that 
they are selling is education, especially quality hospitality education with a 
focus on fulfilling dreams, internationality and enabling careers in the 
hospitality industry. The view of branch management is not that different from 
corporate management, by stating that:
“We’re selling the opportunity for students to acquire knowledge and skills. ” 
(A16)
Another respondent from branch management argued:
“For me, as an educator, we are selling clearly top quality education on a 
curriculum that has been evolving over many years, and continues to be 
reviewed and enhanced. I believe that we are selling a very good educational 
product to enable students to focus clearly on international hospitality 
management, but as we are an institution that considers the whole student, 
we are doing much more than that. We are teaching them not only technical 
skills and theoretical skills, we are teaching them life skills. We are teaching 
them about developing as human beings. ” (A1)
The statement made it clear; it is not only the delivery of courses but 
preparing the students for life. One respondent from academic management 
stated similarly:
'We are selling from both sides. We are selling to a market where they are 
looking for higher education with a vocation, which is hospitality management. 
That’s the core of our business. But I think we’re also selling on the other side 
to the industry where we are putting on to the market future leaders for an 
international career. ” (A 17)
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However, it seems that academic management has a bit different view on the 
product of education such as that education is related to experience, teaching 
life skills as well as the fact that the students are part of the process over a 
long period of time:
7 mean I could say that I’m selling a programme of education but that means 
that, to me to implies that a student comes here, pays their money and gets a 
degree. But of course it’s not because they are actually buying into a system I 
think as such, they’re buying into an agreement. Because it’s not only we’re 
providing something but they also have to provide something as well to get 
the degree at the end of their studies. ”(A2)
In fact, the existing literature is in line with this view, expressed by academic 
management, that the “consumer (student) is the major raw material in the 
process... So, unlike most goods, in higher education the amount of value 
created in the production process is driven largely by the efforts of the 
consumer” (Fried and Hill, 2009:37). Furthermore, the respondents describe 
not only the product as such but also put emphasis on the possible outcome 
of education.
Analysing the data regarding the nature and the product of education, just a 
few differences between the different hierarchical levels can be observed. 
Whilst corporate and branch management talk about the product of education, 
academic management is more precise in describing the product, and 
opposes the idea of selling rather than providing the product. Moreover, they 
are not in favour of viewing education as a service, similar to any other 
services. However, these differences can be explained by the background of 
the participants. The respondents from the academic management are 
somewhat grounded in academia, whilst corporate and branch management 
have mostly gained professional experience in industries other than higher 
education. All respondents of the different hierarchical levels repeatedly focus 
on the aspect of quality, selling quality education. Supporting this, 
documentary evidence from marketing-related company material focuses inter 
alia on quality education as one of the key selling points.
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Indeed, Collis (2002:108) focuses on quality in higher education when he 
states that “the purchase decision involves perceptions and interpretations of 
signals about quality”. Respondents from corporate management had put 
emphasis on this. Moreover, Collis argues that pricing is one of the quality 
signals. This is also supported by Ho and Wang (2011:69) who argue that “the 
quality of a school naturally influences the amount of tuition its potential 
students are willing to pay”.
In fact, the respondents from the academic management put more emphasis 
on the nature of higher education, and its characteristics such as student 
involvement, whilst corporate management has focussed more on the sales 
aspect, combined with the key aspects such as quality, fulfilling dreams and 
employability.
Therefore, one emergent theme that recurred repeatedly, not only from 
academic management, is that education consists of unique characteristics 
which distinguish it from any other services, such as the education process 
(e.g. Ng and Forbes, 2008) and the experience (e.g. Collis, 2002). Indeed, 
Collis (2002:48) argues that “the notions of service, academic freedom, and 
social responsibility alone set it apart from other industries”. Several 
academics argue that education “is a learning experience that is the co­
creation of the people within the university” (Ng and Forbes, 2008:4). Indeed, 
one respondent from academic management noted:
“I spend most of my life lecturing the marketing team on the fact that brand 2 
isn’t a product, and the degree isn’t a product, and students aren’t customers. 
What we are actually selling the student is a way to achieve their dreams, and 
we do that by giving them a body of knowledge. We do that by giving them a 
skillset and we do that by helping them grow up. For most of our students we 
also help them find their first jobs. But actually what we are selling in a 
commercial sense, is we are selling them a dream.” (A10)
Furthermore, Fried and Hill (2009:37) note that “a related issue is the post­
consumption value of the degree”. In fact, the respondents from all different 
hierarchical levels mentioned the aspect of employability which is also one of 
key points mentioned in any company marketing material.
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To sum up, the data analysis shows that the respondents acknowledge 
education as a unique service that incorporates unique characteristics such as 
for example experience and students’ active involvement in the delivery 
process. Indeed, the implication of the findings regarding the characteristics of 
higher education will have an impact on the upcoming issue of the 
management of pricing and capacity, which will be discussed in the 
subsequent sections. Moreover, it can be observed that the interviewees 
acknowledge the duality of managing a for-profit higher education business 
and delivering an academic experience.
5.5.2. Market Strategies and Operational Issues
In order to gain insight into the market strategies and the operational issues of 
the institution questions were asked regarding target markets, marketing 
activities, followed by questions about the management of capacity and 
pricing.
5.5.2.1. Market Strategies
Related to the product and characteristics of higher education the question is 
raised about how the institution deals with its external and internal business 
conditions and processes. Therefore, the respondents were asked to indicate 
their target markets and how their organisation appeals to target markets.
5.5.2.2. Target Markets
Every business needs to define and know its target markets and focus on 
them. Supporting this, Cullen and Heisel (2010:7) state that “one of the key 
components to a successful revenue management plan is to understand the 
market”. It does not come as a surprise that all respondents could easily 
define their target markets. Corporate management stated:
“And I would say that the common aspect is that it is the very high socio­
economic group that is able to afford to come to the Swiss schools. But 
increasingly we’ve expanded that target market, so in projects like brand 1 
and brand 2 which have a large local population that attends for a much, 
much lower price point; we’re able to reach a student population that has a
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much more diverse socio-economic situation. We have found that the student 
population that they are interested in is broader than just the extreme top of 
the pyramid. ” (A6)
Interestingly, the focus is not only about the typical socio-economic target 
market which is seen as traditional for for-profits but also focusing nowadays 
on domestic markets which might be explained by the need for growth and 
revenues. A similar pattern regarding the socio-economic group came up by a 
response from the branch management as follows:
“Therefore our target market needs to be families that can have disposal 
income, able to support over a four year programme study in the main - 
educationally financed back up, absolutely. ”(A 1 )
One respondent from the academic management focused on internationality 
and diversity of the target markets but insisted on avoiding any discrimination: 
“First of all, to be international because that’s made us unique. Two: to ensure 
we have no discrimination. So, we would like to have the biggest diversity we 
can to avoid a dominant culture or things like that. Markets: of course, in 
terms of the type of students, we have students mainly coming from wealthy 
families because of the fee, which is something that makes a natural 
selection.”(A17)
Another respondent from academic management identified a conflicting area: 
“Well given the fact that I don’t actually do any of the selling, I don’t have any 
target markets. So here we have got the immediate conflict of an academic 
institution, trying to describe the students as a market”. (A10)
To sum up, the target markets are defined on socio-economic factors; put 
simply, focusing on the top end of the market. However, focusing on the top 
end of the market internationally does not come without risk. In fact, foreign 
exchange rates, SARS and other events and competition have had an impact 
on enrolment in the past, thus leading to price freezes. Nevertheless, it can be 
noted that especially corporate management attempts to widen target 
markets, based on the growth strategy of the institution.
Moreover, market segmentation as applied in the institution is in contrast to 
revenue management where it is said that “the common mechanism used to 
segment customers in yield-management situations is the time of purchase”
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(Weatherford and Bodily, 1992:832). The assumption is that price-sensitive 
customers make their reservation early and will accept restrictions whereas 
less price-sensitive customers wait till the very last moment to make their 
reservation. Moreover, Zhang and Bell (2012:148) note that “market 
segmentation in RM is motivated by the desire to grow revenues. The 
fundamental principle is to capture more revenue by setting different prices to 
different market segments, as opposed to the case where all available 
products are sold at the same price”. The data analysis and the review of 
company’s documentation such as price lists, supports this as the different 
branches price differently to international and domestic markets, and even 
different target groups such as students from hoteliers’ families receive a 
discount. Analysing the responses from the different hierarchical levels, all 
respondents have identified the target markets, although academic 
management put more emphasis on diversity amongst different students as 
part of the educational process.
5.5.2.3. Marketing of For-profit Higher Education
The author developed a question asking the participants from different 
hierarchical levels how they promote their product in order to gain more 
insight into the characteristics of for-profit hospitality education and the market 
strategy applied. Almost all respondents agreed that the institution has a clear 
positioning, based on the Swiss education style, the mix of vocational and 
academic training, quality, cultural diversity and reputation. Thus, the main 
selling points are reputation, quality, internationality and employability. Indeed, 
one respondent from corporate management stated:
“I think it’s all come back to reputation, that’s the only thing.”(A9)
In line with this, Varini and Roberts (2013:2) argue that “quality and reputation 
are of prime importance [in higher education]”. However, Hemsley-Brown and 
Oplatka (2006:327) state that “it seems important to note that the concept of 
institutional image and reputation might be interpreted differently in HE 
compared with other service organisations. A company's high reputation is 
usually connected to high sales and high demand from customers. In contrast, 
a HE institution's high reputation is often linked to minimal sales, i.e. the more 
prestigious the HE institution is, the fewer students it often accepts onto its
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educational programmes”. The institution under research claims to focus on 
reputation but does not limit the number of enrolments, just the opposite 
attempting to win more students. Another participant from corporate 
management commented as follows:
“What we’ve done in the past and where we’re moving in the future is a little 
different. I think why we have attracted people in the past and students have 
come to our schools has been for two reasons: one is the reputation and two 
is the employability around the career. That really resonates with all of our 
hospitality schools. So, with that in mind, we are trying to really understand 
the academic model. I think we have really focused on how we market and 
how we communicate, but I think there’s a lot of opportunity. If we take brand 
1, we have brand 1 in China (branch campus), we have brand 1 in Spain 
(branch campus) and in Switzerland. Tomorrow, it could be in Asia and 
Singapore. One of the big things that I think myself and the leadership team 
feel is pretty important is to have this we’re calling ‘Geobundling’. “(A18) 
Reviewing the limited documentary evidence, such as external company 
information (e.g. PR material), its focus is on the same topics such as 
reputation, industry recognition, accreditation, Swiss excellence and 
internationality. When it comes to aspects of attracting the markets, 
internationality is the focus, thus, corporate and branch management are 
creating designated programs, offering students exchange and transfer 
opportunities. However, all these program offers are building around the 
division’s brands, clearly, not to lose students, once being in the system, to 
the competition.
As marketing of services is challenging due to its characteristics of 
intangibility, so it is in education as one member of corporate management 
stated:
“One of the biggest things we know we have to do is 70% of the students, 
they come to our school and they never see the campus before enrolling. It’s 
shocking that the people that we have, whether it be from Korea or Brazil or 
wherever, most of them never see the school. Still, the parents are going to 
spend that type of investment for their son or daughter’s education. ”(A 18)
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In line with this, Winston (1999:15) notes that “people investing in human 
capital through a purchase of higher education don’t know what they are 
buying -  and won’t and can’t know what they have bought until it is far too late 
to do anything about it”.
Another aspect of interest is related to the open access policy. One 
respondent of branch management commented:
'We are providing a degree education, we’re looking for students who are 18 
years old for our undergraduate programme who have completed 12 years of 
education, have got a required level of English, and basically I think because 
we have an open entry policy in terms of entry on to our undergraduate 
programme.”(A2)
Supporting this, Jayawardena (2001:313) argues that “accepting students to a 
hospitality management programme purely on previous academic 
achievements is not advisable”. However, an open entry policy is not without 
its critics as one respondent from academic management stated:
“The only thing I can say here that is interesting of the recruitment is the front 
line, the ECs [Educational Counsellor]; they are doing very big work to almost 
make sure that the selection is almost made at that level. When I was talking 
to Admissions to say, “How come that almost all the applications we receive 
are all approved?” I was thinking about it ethically and all this. “No, the ethical 
issue I raised was: “Why do we accept everyone at that level here?” (A17) 
Indeed, Winston (1999:24) argues that “a college that accepted all applicants 
-  that could not enforce binding supply restrictions -  could not be selective 
and would not be able to increase student quality through demand 
expansion.” However, it is worth mentioning that the institution's policy does 
not restrict access apart from minimum entry requirements such as English 
level. The respondent from corporate management clarified the process of 
open entry policies as pre-selection takes place:
“We have a network of counsellors and I would say that also is a pre-selection 
system because anybody who does not meet our language requirements or 
our application criteria is weeded out. ...and then here physically our 
enrolment office with the guidance of the academic staff have set the criteria. 
So technically you could say your enrolment acceptance here is 100% 
because physically they have been pre-selected. ”(A9)
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Open access policy is a key feature of this institution. Everybody who fulfils 
the minimum entry requirements is allowed to join the school, thus, the focus 
is at this stage not to win highly-qualified students. Indeed, Fried and Hill 
(2009:39) state that “for-profit ‘proprietary schools’ ...target the lower- 
academic-tier student”. The participants acknowledged the practice but some 
respondents from academic management raised concerns. This is an 
interesting point of discussion as universities relate their restricted access 
policy mostly to quality standards. Winston (1999:23) argues that “colleges 
exercise control over whom they sell to by generating excess demand and 
then selecting the students with the characteristic they most desire from the 
resulting queue”. Nonetheless, a participant from branch management 
claimed having quality based on the open access policy:
‘We take everyone who comes. Some universities set their grades higher 
than that, because they have got a lot of demand. There is some academic 
justification to that, because based on good research, that not everyone 
demonstrates their capacity at the age of 18 in a set of secondary school 
examinations.”(A10)
Marketing of higher education has been discussed by various researchers 
(e.g. Ng and Forbes, 2008:3), arguing that: “its marketing practices are often 
outdated and shallow”. As a for-profit business the institution puts much 
emphasis on marketing the product of higher education. Supporting this, Lee 
and Topper (2006:88) argue that “extensive marketing has been necessary to 
attract students, creating pressure to keep students enrolled at full tuition to 
recoup marketing costs”. However, a respondent from branch management 
criticised this practice:
We spend a hell of a lot of money on that, I don’t have the exact figure in my 
head, but out of the tuition that students pay, you are going to find a very high 
lump of money dedicated to recruitment. Both the front end, before the 
student walks in the door, this amount of money. I am just putting a random 
figure on it, out of 25k, 10k is spent on that process. Including the money that 
we pay to the recruiters, including the marketing, including all of the 
enrolment team. Which is two fifths of the tuition fee, right? One fifth goes 
towards, the educational budget, what the academic department spend is 
about the same, it is one fifth of the tuition. ”(A10)
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The main feature in terms of marketing the institution is to work with a network 
of agents worldwide and have a clear positioning strategy for each of the five 
brands. Of growing importance is web-based marketing and distribution. Most 
of the brands/embedded units are aligned with centralised services, hence 
bundling their resources. Apart from marketing, enrolment and admissions are 
also centralised functions for most of the schools. However, Ng and Forbes 
(2008:7) argue that marketing needs to do more nowadays such as “it needs 
to create an educational experience that is genuinely able to satisfy the needs 
of the student”. By analysing the different hierarchical levels, it can be 
observed that there are not many voices from academic management 
regarding marketing. This might be explained by the fact that academic 
management is not involved in marketing practice in the institution.
5.S.2.4. Promotional and Other Activities during Periods of Low Demand
Businesses rarely face constant demand, and fluctuations in demand are the 
rule rather than the exception. Therefore, the participants were asked if and 
how they react towards fluctuations, especially when it comes to periods of 
low demand. It is a feature of revenue management to try to stimulate demand 
by using promotional and other activities. Two patterns were identified, one 
being to play the game on pricing such as price freezes and discounts, and 
the other to create new courses and programs to stimulate demand. In terms 
of pricing, one interviewee from branch management stated:
“Other things are that we are actually pegging our prices, so no increases. 
The last year we have had no increases in our tuition, or in our food costs, or 
accommodation costs, and clearly we have had increases to bear because 
we have increased the salaries. Obviously, operation costs have increased, 
so we have cut down slightly on our margin, but we understand that we need 
to be flexible in these difficult times without damaging the product.”(A1 )
Price freezes seem to be one option, combined with strict cost management; 
creating new programs is seen as another tool to stimulate demand, stated by 
academic management:
“Here we look at generating courses. Okay our low periods of demand really 
are because we’ve got two intakes in the year; our low period is always the 
January intake. So we’re looking at developing an introductory hospitality
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course to attract students into this period, because clearly we have spare 
capacity during the first semester each year. ”(A2)
In fact, some brands have created a couple of new programs, especially for 
the semester with the lower number of enrolments. Apart from this, there is a 
cooperation with sister schools in place to exchange students over a one- 
semester period. It is worth mentioning that internal company documentation 
informs us that the new program offers need a long time to be successful in 
terms of enrolments, thus the institution struggles to a certain extent to find 
the means to react in the short term to changes in demand. The same is valid 
for the price freezes which help the institution to retain students but are less 
successful in attracting new students.
Another means of reacting to changes in demand are the number of intakes 
which differ from school to school; some operate only with two intakes, while 
others have up to four intakes a year as stated by a participant from academic 
management:
“We have four intakes. I think that’s probably what we do which is really 
different from the other brands. We ’re always trying to get students in. ”(A 12) 
Using scholarships to defer students is not seen as feasible practice as one 
respondent from academic management noted:
7 know that they were trying to attract with a scholarship to say, “Can you 
wait six months?” People don’t want to wait and they feel strange. It’s like a 
happy hour. It’s okay when you go to a bar for a happy hour, but here, we’re 
talking about education and a lot of money. It doesn’t seem that it has 
worked.”(A17)
In contrast to other responses, one participant from corporate management 
disagreed on changing demand patterns:
“We don’t really have low periods of demand. We have two intakes per year 
so we have a rolling admissions process, so for us there’s really no low period 
of demand. So it could be northern or southern hemisphere.”(A8)
Running promotional and other activities to stimulate demand is one of the 
key features of revenue management. Indeed, even higher education faces 
lower periods of demand and must find ways to react.
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Apart from the fact that most institutions develop programs to satisfy market 
demand, for example needs and wants of their desired target markets, there 
are some other rationales for product development such as in order to stay 
competitive and to tackle capacity-related issues. One respondent of 
corporate management stated:
“‘Geo-bundling’. This is where a student could study in one location for a 
couple of semesters at a much lower price point and then they could transfer 
to a higher price point location to complete their degree. And it’s a way of 
exploiting our competitive advantage, both in terms of making the student 
more attractive to the industry, providing a more interesting study experience 
for the student and also lowering the total price of the degree. So we think it’s 
quite a powerful concept that we’ll be introducing in to the market.” (A6)
The new program called geo-bundling serves the purpose of creating a 
programme which attracts both; industry and the students, enriching the 
student’s experience and even lowering the overall price for a degree. It is 
worth mentioning that the new program has been developed but not yet 
applied on the brand/embedded units level. The analysis of interviews shows 
a level of reluctance at the brand level. This can be explained by the fact that 
branch management (CEO's) foresees difficulties in planning and forecasting 
if students do not stay for a fixed period of time but can switch school from 
semester to semester. Furthermore, they might be afraid to lose students to 
other brands and thus, revenue streams up to four years. On the other hand, 
this new product development is also meant to attract new target markets 
which are seen as price sensitive.
Regarding product developments, online education is now on the agenda too. 
Experts expect major changes in the landscape of higher education. Indeed, 
Collis (2002:103) argues that: “the attraction for companies to switch to online 
training is that this new technology can substantially reduce costs while 
potentially improving the quality of the learning experience”. One respondent 
from corporate management commented on online learning with respect to 
premium pricing and value:
“There are these MOOCs, massive online classrooms that are really growing 
quickly with MIT, Harvard, etc. and I think that the landscape on how we
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deliver education will change quite substantially. We’re really taking a lot of 
stock in what we’re doing nowin ‘‘Howdo we need to improve things?”. I think 
at the end of the day, there’s never going to be where everybody just does 
their work online. The faculty person is never going to be redundant. When I 
think about how that technology and the faculty come together in a bigger 
way, that’s going to be very important for us to continue to charge premium 
tuition and to be valued by the students and the industry. That’s a big 
challenge for us. ”(A 18)
Interestingly, only the respondents from corporate management and one from 
branch management discussed online learning and the challenges. This might 
be explained by the fact that corporate management must look ahead 
strategically. On the other hand, the institutions run their business model as 
classroom based, face-to-face contact with a mix of vocational training and 
academic learning and have done so successfully for a long time. In fact, 
along with other selling points it is one of the most important positioning 
issues for having this model in place. Therefore, branch and academic 
management might not see the point of focusing on changes at this stage. 
Nonetheless, one respondent from the branch management has to be 
reported, indicating a type of online learning to overcome capacity constraints: 
We are actually looking to launch a degree programme, which is more around 
XXX online. We can grow the capacity of that programme, without taking any 
additional space. We’re actually, right now I would say it’s one of the 
strategies is beginning to leverage online, is a way to increase capacity of 
programmes that are capped. ” (A16)
A review of the company’s internal documentation informs that the 
brands/embedded units have been asked recently by corporate management 
to identify opportunities for online learning such as for certain non-core 
subjects. Internal company documentation revealed the request from 
corporate management that each brand should have a ratio of up to 25 
percent of online courses within their study programs in the near future.
To sum up, if asked for market strategies, the respondents from the 
hierarchical levels came up with different views. Whilst corporate and branch
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management expressed their views, inter alia by focusing on the development 
of new programs, there were not that many voices from academic 
management which might be explained by the fact that they are not much 
overly involved in marketing as stated by academic management:
“I’m not responsible for designing the promotion; however we are working 
with the Marketing department. The Marketing department is working with the 
education counsellors’ network so in that sense I am part of that procedure. 
We are providing all the academic information that is the academic 
descriptions, the entry requirements criteria, the procedure, and so on, and so 
forth.’’(A4)
5.5.2.5. Competitive Environment
Competition in higher education is a factor which has to be considered when it 
comes to pricing and capacity management. Winston (1999:18) notes that 
“the market for higher education is very different from commercial markets. 
Competitive forces will still play out, but they will do so on a strikingly uneven 
playing field”. Based on this, the author of this thesis developed a question, 
asking the participants of different hierarchical levels to describe their 
competitive environment. One participant from corporate management talked 
about the current status of competition but also identified the issues to stay 
ahead, such as employability and internationality:
“Well, our competitive environment is very active right now; our competitors 
have become much more aggressive so they have copied a lot of things 
which we have done. We came into a sleepy market quite frankly, so things 
like the claims that we developed and the campus improvements which we’ve 
made and innovations in curriculum and so forth are all being copied by both 
Comp 1 and the Comp 2. And so we have to stay a step ahead, so we are 
doing things which change the form of the conversation in the marketplace. 
We’re looking at different kinds of claims for our students; we’re very much 
focused on employability and very much internationally. Along with that we 
are using our international locations more aggressively as part of a 
competitive -  to create a competitive product that is not easily replicated by 
our competitors; because they just don’t have it. So focusing on things that 
are not easily replicated is part of our strategy. ”(A6)
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One reflection on competition is definitely the focus on program developments 
which claim internationality, aligned with optimised revenue opportunities and 
improved capacity utilisation. It is worth mentioning that all of these 
developments have just started, thus, it is not possible to judge the outcome. 
Another participant from corporate management described the difficulties 
which competition causes:
“The World is flat, and I think the world is flat works definitely in education, so 
the unique, exclusive schools will have a tougher battle to preserve their 
position. ”(A9)
One respondent from corporate management focused on the imbalance 
between the competitors, mostly due to accreditation issues:
7 would say the market over the last three years is much more competitive 
than it’s ever been. If we look at one of our competitors, Competitor 2, it also 
is a for-profit company where they are investing probably two-fold what we 
are doing in terms of marketing. I think we do a really great job in terms of 
capital investment into our buildings and because we have higher 
accreditation than they do, actually, by accreditation laws, we have to invest 
more into faculty development and research. Institutions that don’t have that, 
they usually take that extra money and they put it all into marketing and 
enrolment. So, we’re trying to balance. We want to have the best 
programmes and faculty possible and to do that, generally, we have to pay 
more than our competitors to the faculty. We just have more requirements 
from an accreditation standpoint. ”(A 18)
Among all respondents there is the same pattern of concern regarding 
competition. Differences can be observed in terms of the different hierarchical 
levels, whilst corporate management views competition inter alia as a healthy 
factor, and as an opportunity for change and development. Branch 
management is much more concerned about the aggressiveness and action 
from the market forces such as:
“Competitive environment. Very challenging, especially in these times. But 
then you have more and more schools being very aggressive in their 
marketing”. (A5)
This can be explained by the fact that competition directly affects the 
brands/embedded units in terms of enrolment. Academic management has its 
own concerns regarding competition:
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“Because, I think, we are seen at the top end of the market, i.e. we are seen 
as a quality institution and we can therefore justify; charging higher fees than 
most of the schools. I think we are basically, in our niche of hospitality 
education, we have got two main competitors. They obviously have a lot more 
resources with regards to infrastructure, in a much more metropolitan area, 
and with the government backing they receive. ” (A3)
Indeed, there are different views on how to cope with competition among the 
respondents. Corporate and branch management have brought up a couple of 
issues, such as focusing on creating new products, improving marketing 
activities, including accreditation issues or changes in pricing. In contrast, 
Harris (1953:345) argues that “competition is not primarily a price competition 
but rather one for attracting the most-qualified buyers, that is, the highest 
quality students”. As the institution has an open entry policy with most brands, 
that is not a matter of concern although it is worth mentioning that some 
respondents from all hierarchical levels already focus on the aspect of getting 
more quality students to improve quality and prestige of the institution. 
Interestingly, academic management had almost no voice; this might be 
explained by their low involvement into action with respect to competition.
5.5.3. Pricing of Higher Education
Albeit the author did not ask directly about pricing the product of higher 
education, the participants of the different hierarchical levels commented on 
pricing by discussing the said product. Indeed, closely linked to the evaluation 
of the product of education, is the issue of pricing it. Coleman and Vedder 
(2008:11) state that “in contrast to their public and non-profit counterparts, 90 
percent of for-profit revenues come from tuition and fees.” Moreover, Doti 
(2004:363) argues that “private colleges and universities are price 
discriminators. That is, they use tuition rates and grants as pricing tools to 
achieve certain quantitative and qualitative objectives”. Winston (1999:15) 
adds one more aspect arguing that “education is typically one-shot investment 
expenditure, a unique rather than repetitive purchase, more like buying a 
cancer cure than groceries”. The participants expressed their view on the
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aspect of pricing, either as an indicator of quality, or with respect to fairness 
and other issues. A respondent from corporate management stated:
“This is also by the way we can see by the fact that some parents would not 
even consider applying for discounts even though their kid could do because 
they tend to say 'We want to pay the price for this education because for us if 
you are pricing high you are also providing high value services in return. "(A7)
In line with this, Ho and Wang (2011:69) argue that “if a given school is of a 
higher quality than its competitors, or if it is competing for a niche market, it 
can adopt prestige pricing as a way of increasing its revenues and enhancing 
the perceived quality of its product amongst consumers”. A common pattern 
can be observed regarding the statement that premium pricing indicates high 
value services. Supporting this, Collis (2002:108) argues that “one of the most 
visible signals is price, where the assumption is that the higher the price, the 
better the education. For an entrant lacking brand awareness and graduates 
who can be evaluated or surveyed, price becomes the major indicator of 
quality”. The next interview from corporate management showed almost the 
same pattern:
“You need to be careful because part of our audience is high class, well paid, 
very fortunate people, and for them really does it make a difference if they 
pay 140,000 francs or 145,000 francs? In their mindsets they want the best 
and they want to pay the highest price, and they are not really influenced. So 
even them, if you give them a scholarship or a financial incentive they might 
be offended because they are so wealthy that they want to pay the top price.” 
(A9)
Furthermore, this respondent argued that accreditation regulates pricing as 
well as price perception, which is related to quality and employability:
“You can’t compromise on your tuition, you can’t say, “we give you more 
tuition or less tuition, ’’because you know it’s regulated by the accreditation so 
your diploma or your degree is your degree is your degree.” “We are now in 
the position that we are price leader and so you look at what is the price 
perception for the student, well that is the quality of the education as well and 
secondly it’s the quality of the employment, the alumni strength.“(A9)
175 © Detlev Remy
It can be said based on the responses from corporate management that price 
leadership is achieved through quality of education and employability. 
However, price points must be kept to ensure building up revenues. 
Furthermore, Ho and Wang (2011:69) argue that schools “cannot make 
frequent changes to their pricing structures. Students pay tuition only once or 
twice a year, and in between they are unaffected by any changes in pricing, 
largely eliminating the incentive for a school to rapidly adjust its pricing in 
response to market changes”. Another very special aspect of higher education 
is that one enrolment ensures revenue streams for up to four years; therefore 
any decrease may impact revenue generation for a long time. One respondent 
from branch management noted:
“One of the things is that once you start dropping your price, in terms of 
financial to try and build up the revenue, in absolute terms, it is very hard to 
keep your price point So we are very careful about how much we discount’’ 
(A13)
Corporate management is aware that pricing must be linked to competition 
and external business factors:
'We really found in particular with brand 2 we believe that the price tag is too 
high relative to our competitors. Part of what happened with our price tag too 
is that we had a big impact by foreign exchange rates, which put prices up 
much higher than we intended them to be. We look at them carefully; they 
are following us very carefully. They’re doing a good job and that’s causing 
us to rethink both branch strategies. And in that case we think it’s more 
important than everything and also our pricing. ” (A 15)
The patterns which can be observed are mostly based on the recognition of 
pricing as an indicator for value and quality. Moreover, respondents are aware 
of the consequences of discounting, even as needed in terms of competition 
and other external factors such as foreign exchange rates. In fact, pricing is 
also used as a tool to stay competitive as stated by corporate management: 
“We’ve been changing prices recently in order to make ourselves a bit more 
competitive. That’s meant that for the 2013 pricing period we haven’t 
increased our prices, we’ve remained steady with our prices. We also did for 
2012as well.’’(A8)
However, academic management has another view on pricing education, 
where fairness is of concern:
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“I don’t believe we should alter any price because it would be unfair to the 
other students, and one extremely important element is to make sure that all 
students are treated fairly in terms of tuition fees. ”(A4)
This view is shared by another respondent from academic management:
“You have to be careful here, because what you don’t want is for students to 
feel that they are being disadvantaged if we start giving incentives. For 
example, for students to begin their studies in the spring because the demand 
is lower. This could just have a huge negative effect on the students who just 
began the semester before in the autumn. They say “That’s not fair because if 
we’d delayed six months we’d have got a different price and a more 
advantageous price. ”(A3)
In conclusion, it can be said that pricing is at the core of the discussion though 
the author has not asked explicitly about pricing. Increased competition mainly 
based on pricing has recently impacted the institution so that price freezes 
and more tuition discounting than ever has been applied. In the past, amongst 
other factors the open access policy has ensured steady revenue streams and 
growth in enrolments. Indeed, Harris (1953:346) notes that “for every rise in 
enrolment, the contribution of additional student income increases relative to 
costs”. Furthermore, the respondents acknowledged that pricing plays an 
important role in identifying the product, its quality and helps to differentiate 
from competitors. Quite surprisingly, some respondents from corporate and 
branch management talked about price discounts when asked how to react to 
changes in demand, and especially how to react about competition. However, 
when these respondents were asked to describe their educational product, at 
this stage they rejected any kind of price discounts due to the premium 
approach of the product.
Interestingly, the responses from the hierarchical levels of the institution differ 
in case of pricing higher education. Whilst corporate and branch management 
look at pricing in terms of positioning in the market and to reflect on 
competition, academic management is very concerned that pricing may affect 
fairness in education. Supporting this, pricing and revenue management 
literature is rich with respect to fairness and acceptance (e.g. Choi and
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Mattila, 2009; Palmer and McMahon-Beattie, 2008). The Taylor and Kimes 
(2010) study has shown that familiarity with revenue and pricing management 
techniques is the key factor affecting perceptions of fairness (more familiarity 
created better acceptance).
5.5.4. Capacity
Service industries face the problem that they typically have a fixed capacity or 
number of units, making it extremely expensive to add an additional unit in the 
short term. Indeed, Weatherford and Bodily (1992:831) argue that capacity in 
service industries is equivalent to space that “cannot be stored, at least not 
without significant cost or aging”. As with any other business, for-profit higher 
education organisations have to utilise their capacity more effectively 
considering any given capacity constraints. Jenny (1963:281) argues that “a 
typical limitation on enrolment is imposed by the requirement that all students 
either live in college dormitories or eat in college dining facilities, or both; 
which is the case in hospitality education.
By developing the question about capacity, the author was interested in how 
fixed respondents thought capacity was in this environment and moreover 
would they determine capacity by physical infrastructure or other aspects. 
Furthermore, the author asked the participants as well for targets regarding 
capacity, in order to understand their current management of capacity. The 
institution under research is mainly based on a residential model, where 
students are taught and accommodated as well. One respondent from branch 
management described the capacity constraints in the institution as follows:
“In terms of constraints, it is the physical environment that constrains us. ”(A1) 
In contrast, one respondent from academic management believed that 
classrooms are the capacity constraint:
“So really accommodation doesn’t really, isn’t really a limiting factor in terms 
of capacity. What I see as a limiting factor is clearly the learning areas, so the 
classrooms. Classrooms here are designed to seat, the majority of the 
classrooms are designed to seat no more than 32 people, students. And so 
therefore we have an issue in terms of capacity and the size of classes. ”(A2)
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One participant from corporate management related it to three main capacity 
areas:
“Well I think we have three categories; it is I always say eat, sleep and teach. 
So your capacity is defined by the number of seats you have and I think in 
general any university including ours uses around 80% of their capacity. 
Why? Because you don’t have 100% occupancy in your classroom, you know 
that? You have smaller classes. You don’t use your classroom from 8 till 6. 
You have lunch breaks, so I think 20%> is a good one. And unless you have 
free access to capital you’re not flexible in where we are located to rent or 
seize a rent for additional academic space, so you have to build it yourself 
and you don’t want to waste capital so you plan that carefully over time. So 
that is in academic space, the teach. On the sleep we are more flexible 
because you can rent incremental bedrooms or you can stimulate older 
students or MBA students to stay in what we call off campus. And then eat is 
a consequence is both. But they are reasonably flexible because we are in a 
hospitality management school so you produce food, so you need somebody 
to eat. So that’s a beautiful variable we have. ” (A9)
Hospitality schools differ from other universities due to special equipment such 
as kitchens and restaurants for vocational training, and in most cases students 
have to be accommodated. Thus, a respondent from corporate management 
argued:
“Well, the school capacity is very interesting for us because we need to look 
very carefully. The hospitality programmes and our art and design 
programmes are all, requires specific equipment and specific experiences. 
So, we really are looking at class size, it is a very important figure for us in 
terms of determining both quality and then getting the most out of that 
capacity. The bigger issue for us, is half of the time is dorms and getting a 
handle on do you need to, we have our set of dorms. When that’s at full 
capacity, of course we’re more effective when we have to go outside to add 
more dorms because enrolment is high, it does impact on our profitability. So, 
there’s a very specific understanding of what the capacity is, but it’s impacted 
quite a bit by art programmes, art and design; and how the buildings 
themselves are configured. ”(A 15)
A participant from academic management focused more on teaching facilities:
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‘‘Every time when we talk with the deans, we say, “Gosh, are we going to fit 
everyone in the classroom?” So, the first scenario is: “Do we have a good 
timetabling model first of all?” So, we were looking at the cost of the 
occupancy, productivity in these, but also which is related to cost- 
effectiveness as well. Of course, suddenly we realised, for example, in city X, 
from 12:00 to 2:00, it was not used. You say, “Maybe can you play with 
having two different lunches or even less queues and use the facilities?” So, 
we were trying to touch what was the least sensitive in terms of the evening 
and the weekends. We will do that really when we have no other choice. For 
example, in city X, we decided to convert some lobby or a place that was for 
recreation into temporary classrooms. So, for us, evenings and weekends, we 
think that could be an alternative for Postgrad and Master’s because the 
mentality is a bit different. This really, honestly, is something we discuss 
every time but this is the last solution we want to choose because we know, in 
terms of teaching and learning, it’s not the best way. ”(A 17)
Furthermore, the participant from academic management argued:
“I remember 10 years ago when Company wanted us to really have 100% 
capacity. It took us a lot of time to explain that you cannot do it like that. It 
doesn’t work like that because by doing this, maybe you can do it but you will 
need maybe two full-time administrators just to make sure we are reaching 
the 100%. So, the saving you may have on one side has to be compensated. 
So, it’s better that we have a certain flexibility. It’s easy to make bookings, 
and one administrator just does that with the software, and we have to accept 
that it will be 70, 80% full. ”(A 17)
The academic management is very aware of the capacity constraints 
regarding teaching facilities, and quite open to any means of improving 
capacity utilisation. However, they acknowledge that any kind of request to 
use capacity at 100 percent seems to be unrealistic. Having interviewed the 
different hierarchical levels of the institution, there is a common agreement on 
this level of capacity utilisation.
Related to capacity, a member of branch management focused on the aspect 
of planning capacity utilisation:
“I wanted to share with you, something that’s very interesting is we are 
actually going through right now, we are working with an outside consultant. 
We are going through a capacity utilisation study.”(A16)
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Supporting this, Downie (2005:34) argues that “although there was no 
available body of empirical space utilisation data, their case studies showed 
levels of space utilisation as low as 20 per cent, and over 50 per cent was 
rare, suggesting that there was room for improving estate utilisation and 
hence cutting costs”. A respondent from corporate management reviewed 
capacity concerns more strategically by focusing on establishing branch 
campuses at different and less expensive locations with the additional benefit 
of claiming internationality:
“The option is do you invest more in Switzerland, where if we’re going to 
expand do you need to look at buildings and expansion in that area which is 
very expensive? Or are there other places around the world that you could 
open a branch and that the branch could be in a less expensive area or with a 
better kind of deal? Also, contribute to the internationality of this 
school. ”(A15)
A respondent from branch management argued in favour of more flexibility of 
capacity utilisation which can be achieved by increasing the number of 
intakes, adding branch campuses and shifting teaching load to evenings and 
weekends:
“The capacity for that; we do four enrolments a year and we try over the year 
to hit our capacity levels or get close to it. Because we’ve just built a brand 
new campus in XXX; that has extended my capacity. If we wanted to increase 
our capacity, we could apply to teach on Saturdays and we could apply to 
teach after six. At the moment we are doing teaching after six, but we haven’t 
included that as part of our capacity ratios. So it doesn’t make you do much, it 
just allows you to run, at a higher quality standard. ”(A 13)
Reviewing academic management’s responses, especially regarding adding 
branch campuses, they raised concerns that this may conflict with reputation 
and quality:
“Can we offer not only one destination for the studies, keeping the reputation 
and the quality of education?”(A 17)
Furthermore, a respondent from academic management argued that any 
increase or maximisation of capacity may harm quality:
7 think we would be really stretching things. The problem would then be, as I 
mentioned earlier, would quality suffer? Would students start to see a
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difference? At the moment student satisfaction is very high, and obviously 
we’d like to maintain that But if we over stretch ourselves I think that could 
suffer.”(A3)
One outcome of the interviews is that there are quite a few opportunities and 
creative thoughts to deal with capacity constraints across the different 
hierarchical levels, though academic management raised the concern that any 
attempt to optimise use of capacity may harm the educational experience.
When it comes to target setting of capacity, corporate management 
commented as follows:
“We physically want to be over booked, so let me say we want to be 
overbooked to be sure that those students we lose during what we call the PP 
overdue system, so those who have registered themselves at two universities 
and we are second choice, that we have a provision for that” (A9)
A participant from branch management noted:
“We want to maximise capacity. We currently run our classes 46 weeks a 
year; which is very unusual for schools. So we effectively only have, six 
weeks of clear, no student, contact for maintenance. Very much like a cruise 
ship, that is my analogy for it. We have six weeks in dock. ” (A 13)
Interestingly, academic management had no voice which might be explained 
by the act that they are not involved in targeting capacity settings.
A further two issues to be mentioned here are, firstly a quite intense 
discussion amongst all hierarchical levels about capacity and constraints, an 
indication that capacity issues are at the forefront of any discussion. Secondly, 
there is a kind of disagreement among the respondents of the different 
hierarchical levels regarding capacity and its constraints. Whilst academic 
management links capacity to teaching facilities and is concerned with quality 
and fairness in terms of capacity optimisation, corporate and branch 
management view capacity issues in a more business-like fashion, meaning 
to find new ways of optimising capacity, especially with respect to physical 
ones and accommodation issues. This might be explained by the different 
backgrounds and their view on education, as already noted in the analysis 
and discussion on the nature of higher education. It is worth mentioning that
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academic management is involved in capacity management, mainly with 
respect to teaching facilities, however, not in target setting.
In conclusion, it can be said that the capacity issue for hospitality education 
providers differs very much from other service providers. Not only is capacity 
relatively fixed apart from accommodation within the residential model, there 
are also opportunities to stretch capacity, either by shifting teaching load to 
weekends and evenings, increasing the number of intakes, more flexibility of 
internships, deferring students, or even creating branch campuses abroad at 
less expensive destinations. This is supported by existing literature on higher 
education. Coleman and Vedder (2008:27) argue that for-profits “keep capital 
costs down, in part, by using facilities more intensely than other schools, 
including during evenings, weekends, and summer periods”. Regarding the 
opening of branch campuses, which is a strategy applied by the institution 
under research, Geiger and Heller (2011:14) argue that “for-profit education 
corporations replicate successful business plans by creating additional units, 
which are generally modest in size. Expansion is facilitated by the 
commodification of knowledge”. Interestingly, there are variations amongst the 
schools; some schools are already applying such means of capacity 
utilisation, others not. One explanation for these variations might be based on 
the location of each school as some are based in rural areas and others in 
cities with better opportunities to offer for example evening classes for working 
adults.
Indeed, Weatherford & Bodily (1992) argue that fixed capacity is not 
necessarily a pre-condition for revenue management. Capacity constraint is 
beneficial for the industries in so far as it forces them to focus on the optimal 
mix of capacity utilisation and pricing. This could be the case for a for-profit 
higher education organization.
5.5.5. Revenue Management Practice
At this stage the author analyses and discusses current business practice 
which can be linked to revenue management, from the viewpoint of the
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different hierarchical levels of the institution to explore a possible application 
of revenue management, respectively opportunities and barriers.
The respondents from different hierarchical levels were asked specifically 
about revenue management practice such as forecasting and demand 
management in order to analyse several aspects concerned. The purpose 
was to analyse the availability of pre-conditions for any application of revenue 
management and the utilisation of revenue management components and 
tools as developed in the typology (refer to table 8). First of all, the 
respondents were asked to indicate if they were familiar with revenue 
management.
The table below shows the results.
Table 16, Familiarity with Revenue Management
Respondend Hierachical
Level
A1 Operations Yes
A2 Academic Yes (due to work experience in hotel industry)
A3 Academic Yes to a certain extent
A4 Academic Yes
A5 Operations Yes
A6 Corporate Yes
A7 Corporate No
A8 Corporate Yes
A9 Corporate Yes
A10 Operations Yes
A ll Corporate Yes to a certain extent
A12 Academic Yes
A13 Operation Yes
A14 Operations Not that much
A15 Corporate Yes
A16 Operations Yes (due to work experience in hotel industry)
A17 Academic No
A18 Corporate Yes
A19 Corporate Yes (due to work experience in service industry)
(Source: Author)
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Most respondents indicate that they are familiar with revenue management. 
Indeed, some participants relate it to the fact that they have a background in 
the hospitality industry. Others say that they are familiar with revenue 
management as their institutions are teaching this subject in the degree 
program. Interestingly, within the interviews many respondents linked revenue 
management practice to their own experience such as flight or hotel booking 
processes.
5.5.5.1. Demand Management
As in any other business, for-profit higher education organisations need to be 
aware of the demand drivers and patterns, and have appropriate means to 
react to this in order not to lose business. Thus, participants were asked how 
they manage the demand which includes the monitoring of applications, 
overbooking, the handling of excess applications, and measuring success. 
One respondent from academic management focused on the fluctuations in 
demand, especially from semester to semester:
“One of our main problems is that sometimes the number of students in each 
intake is different from one semester to another. Our main worry is to ensure 
that all students are provided with the same quality of education. ”(A4) 
Fluctuations in demand may also affect the quality of education; however, it is 
worth mentioning that just one respondent puts emphasis on this aspect. This 
might be explained by the fact that the fluctuations between the semesters are 
not that strong and faculty turnover low, so a steady quality can be 
guaranteed. One respondent from branch management related management 
of demand to enrolment aspects: .
“Now, in the management of demand; the spread is done by students from 
the Northern Hemisphere who particularly like the enrolment in September, 
and possibly some of them come here in the July enrolment. Whereas the 
Southern Hemisphere particularly like April or January enrolment; so a large 
domestic population would come in, in January or April. Then my largest 
Northern Hemisphere intake is September. So that helps us manage the ebbs 
and flow of not having oversized classes. ’’ (A 13)
In fact, the institution under research has a worldwide network of agents, 
covering the Northern and Southern hemisphere, although it has to be said
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that there is still an imbalance for most of the brands/embedded units for the 
main intakes in January and July which is of importance regarding capacity 
utilisation. Corporate management looks at demand management from a 
strategic viewpoint, namely that education is different from other services and 
so is enrolment. Any intake is planned for a long period of time:
“Yes, so, it’s not like a hotel; we’re not recruiting students for daily occupancy. 
When a student, particularly an undergraduate student signs up for a 
programme it’s for a defined pattern of service over a long period of time. So 
really our focus is on maintaining a certain level of enrolment; a target level of 
enrolment over a sustained long period. ” (A6)
Similarly, another respondent from corporate level stated that today’s 
enrolment impact revenue generation for a long period of time, in contrast to 
any other service:
“So, if you make the enrolment by 20 students or if you miss it by 20 students, 
your budget and your operations is just impacted for four years. If you miss an 
intake really badly, that is going to be a drag factor on your institution for four 
years and you will never be able to catch up revenues’’(A18)
A key point in for-profit higher education is based on the fact that a missed 
opportunity for a full enrolment will have an impact on revenue generation up 
to four years. Although, it has to be said that the institution runs a very active 
demand management to catch all demand given in the market. However, 
another respondent from corporate level stated that demand has not been 
managed that well, but it is now on the agenda and pricing is one of the tactics 
to catch up demand:
' “So far again we have gone through some years of high growth until 2010 
approximately where we were just struggling with accommodating capacity to 
this higher population of students on our campus. Making sure that they were 
profiting, they were gaining from a high standard level of service and quality 
of teaching. So we have not really managed at this point our demand. Now 
however that we are .in a more flat period of enrolment year over year we 
have indeed considered acting on pricing to try and attract more students in 
our schools and make sure that we are achieving a defined percentage of 
growth. Even though it is not at the level we have experienced in the past 
years we still want to achieve a certain level of growth year over year in terms
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of new students in our schools to be able to continue growing as a company. 
We are indeed acting on pricing. ”(A7)
One respondent from corporate management was critical when relating the 
issue of lower enrolment to own mistakes within the institution; in fact this 
case can be explained by the fact that the central/shared services have seen 
major changes in the recent past:
“There are no particularly low periods of demand. I think that we’ve had 
periods when we’ve had lower enrolment and I would say mostly those are 
due to our own faults; that we have maybe taken our focus off on to other 
things. ”(A6)
There are quite different views on demand and its management expressed by 
corporate management. One explanation is based on the fact that the 
institution has not managed demand optimally in the past. Furthermore, 
corporate management is willing to use pricing as a means to react to demand 
though having argued previously about selling a premium product of 
education.
Academic management made its point that managing demand by having 
different intakes may clash with the uniqueness of education:
“If we think from the business side, you can understand that. If you think from 
the educational side, it can be an issue in terms of identity: students don’t 
understand why they are coming later than the others. At Brand 2, their first 
semester is different. They have a six-month break. They don’t know why. 
Psychologically for the students, I don’t know. It’s difficult to quantify from the 
educational side. ”(A 17)
In brief, management of demand is an issue for the participants, mostly due to 
the fact that one semester is lower in demand than the other one. One 
strategy of this institution is to focus on students from the Northern and 
Southern hemisphere to balance fluctuations in demand. It seems that 
managing demand has been not so much an issue in the past. However, the 
landscape is changing and demand is lower than in the past. Pricing is 
considered as one tool to react to changes in demand patterns. However, not 
all respondents are in favour of demand management as such. Mainly, 
respondents from academic management raised concerns regarding possible
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clashes with educational purposes which might be explained either by their 
academic background or understanding of education as such.
Moreover, another implication of poor management of demand could be a loss 
of future revenue generation, put simply; losing students now could mean a 
reduction in revenue over a four year period. Surprisingly, just a few 
respondents put emphasis on the demand drivers. Winston (1999:24) notes 
that “identifying the determinants of student demand for higher education -  
more so for an individual school - is not a simple matter”. Moreover, demand 
for higher education is demography-driven, not by seasonal change.
5.S.5.2. Aspects of Managing Demand
It is important for every business to know the total demand, such as for 
planning and budgeting exercises. Thus, the question tried to investigate how 
the institution is tracking total demand. This function is mainly performed by 
the centralised services, especially the enrolment department. A respondent 
from corporate management explained:
“These activities are performed by the enrolment department which follows up 
quite closely on statistics and statistical numbers from the agent network; 
what kind of applications, how many applications we have received and 
where they are from. We are following up quite closely on this year over year 
or semester over semester to see and try to find out or isolate some trends 
that could be seen year over year, change of trends. ”(A7)
Another respondent from corporate management reported similarly:
“Preplanning, prediction of future trends so we can be sharper on retention 
rates. I think that is the biggest benefit of it, so you can better forecast and 
predict your new enrolments, because everything is linked to new 
enrolments.”(A9)
Furthermore, corporate management focused on the accreditation body 
request to track total demand:
“We’re required to by NEASC and it’s something that we do, basically, on a 
daily basis. We roll it all up on a weekly basis: the number of applications, the 
number of what we would say a ‘lead’, how many students are interested; 
then how many students are considered ‘high potential' that have done
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something more than just raising their hand; then students where they have 
paid an application fee to those that have paid their tuition. ”(A 18)
The responses reflect that forecasting is performed by the institution. In fact, 
Kimes (2003) argues that forecasting is the key driver of management. Not 
surprisingly, there are no voices from academic management which might be 
explained by the fact that they are not involved in any processes of demand 
management. However, academic management is informed about the 
processes as such. Demand management is also performed at the branch 
level, and supported by shared services:
“Well, we manage our demand in a couple of ways; we measure our demand 
in XXX... We look at the market trends coming from there ...” (A 13)
Managing demand is not only based on identifying total demand but also 
analysing the reasons for customers to book or not, and to handle excess 
demand. Therefore, a key feature of revenue management is that denials and 
declines are analysed to get a clearer view of total aggregate demand. Thus, 
the participants were asked how they track denials and declines. The 
respondent from corporate management related this function to the 
centralised services:
“There are business support teams who investigate or would re-contact 
customers to get to know what their thought process was and why they did 
not show up.”(A7)
By focusing on the conversion rates, corporate management realised the 
potential of that analysis such as future reduction in marketing investments:
“We started doing about a year ago what we call ‘Conversion Failure Studies’. 
Basically, we would call students that had an application. Really, the reasons 
are: (1) price; and (2) they decided to go to another country than Switzerland 
because, at the end of the day, they had a connection to somebody in the US 
or the UK or whoever it may be and they go to another country. We spend 
millions of francs every year to recruit students and if you spend all that 
investment, you’ve got to understand why it really didn’t convert at least what 
you thought. It’s allowed the school to continue to prosper. We want to be 
more analytical moving forward. It’s not just about getting more students, but 
it’s also just about additional spend on communication, marketing and 
enrolment because if we can get them more efficiently, we don’t have to
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spend the money; we can take more money and put it into the school. 
Investment for the school, not marketing. ”(A18)
The analysis of the data shows that the institution at the corporate and brand 
level is following up on denials and declines, enabling the view on total 
demand in the market. As already discussed regarding demand management, 
the institution is aware that any missed opportunity to catch up demand may 
impact revenues for a long time. Once again, academic management is aware 
of the practice but not involved.
Overbooking is another key feature of revenue management. Based on this, 
the author developed a question, asking the participants how they deal with 
overbooking. Rejecting students is not an option for corporate management; 
all students will be taken:
“Technically we never reject a student so we always create a place for them 
to study but that is linked to very carefully manipulating demand so you’re 
always full. But sometimes you are a couple of students over because you 
know you will lose students during the intake track so you manipulate that. So 
what you do is you book additional hotel accommodation or you have one or 
two students extra in a class, but that problem resolves itself very shortly, 
mostly in the first three weeks. The question is do you call it overbooking or 
do you call it what we say have no numerous clauses or numerous fixes, 
which many universities have, like Comp 1, they only take 340 students. We 
basically say if you want to apply, you meet our criteria, we give you the 
study. See the difference?” (A9)
If it comes to the aspect of overbooking, one respondent from corporate 
management declared that they do not apply this tactic:
“In our system we don’t overbook; if a student is accepted they will find a 
space. So we don’t maintain waiting lists for students in general. What we do 
have is that for every intake there are deferrals, but those are student 
initiated; so they want to keep their acceptance but want to come to a future 
enrolment cycle. ”(A6)
In contrast, one respondent from branch management argued in favour of 
overbooking:
“It is very much similar to an airline; usually airlines will overbook 5 to 10%. I 
believe it is very valid, we still track the weeks before an enrolment, so that I
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know two weeks out before enrolment, I usually have a minimum of 5% 
attrition. " (A13)
Even if not called overbooking, the institution applies this tactic which is 
clearly needed to avoid losing students. In terms of overbooking in higher 
education, there are differences with other service providers. Klophaus 
(2006:185) argues that “common wisdom in airline RM holds that selling more 
seats than the capacity on a given flight is the only way to compensate for 
passengers failing to show up at departure, causing loss of revenue due to 
empty seats”. Similarly, the hotel industry applies overbooking though not all 
industries can apply overbooking due to the very special nature of its business 
such as the cruise industry. In general, higher education commonly applies 
admission fees in order to prevent late cancellations or no-shows, thus, 
overbooking is not of much relevance. In contrast to other demand 
management practice, academic management expressed their voices based 
on the fact that overbooking is of some concern for them, when it comes to 
academic planning:
“Overbooking has happened, and we have had to find solutions. Changing 
schedules, increasing teachers. Obviously we are a commercial enterprise 
where we are not likely going to put caps on student numbers. ” (A3)
Another respondent from academic management stated:
“Overbooking, I am aware in case that we have loads of students and the only 
over booking situation we would have in XXX would be in terms of lodging. ” 
(A4)
The handling of excess applications is of importance for higher education, not 
only being aware of the total demand in the market but also to keep these 
students. Hence, the author developed the question as to how the participants 
deal with excess applications. One respondent from corporate management 
put it this way:
“Because these trends are very much known, they are very predictable and 
so we know that when we accept a certain number of students that we will 
have a range of yield which is very tight. And so we’ll know that either we 
have to contract for a number of beds outside or we don’t need to; we’ll have 
a very clear picture of that well in advance. “(A6)
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Accommodating the students is the main issue, one of the capacity 
constraints discussed. However, other capacity constraints are not a concern, 
such as class rooms, faculty or any caps set by the government in terms of 
enrolment, such as in the UK. In fact, this institution 'takes everybody' so as 
the participant from corporate management indicated:
“Technically we never reject a student so we always create a place for 
them.”(A9)
Corporate management is aware that excess applications have an interesting 
side effect, related to exclusivity and quality:
“When you face that scenario where you have to turn away students. On the 
plus side you can be more exclusive in the quality of your student and acquire 
a more premium price, i think in the past that’s kind of where they went. Let’s 
see if we can have our brand be more exclusive and have a higher price tag.” 
(A15)
This above comment shows a quite contradictory picture, to maintain a 
premium approach versus not to reject any student. Having insider knowledge 
of the institution, the author knows that that institution has never rejected any 
students based on excess demand. Winston (1999:18) notes that “schools are 
able to do this through excess demand queues that allow them to select those 
to whom they will sell”. Interestingly, some different viewpoints among the 
participants could be observed, ranging from the view to take everybody up to 
turning away students to ensure exclusivity and quality.
In the same vein as with overbooking practice, academic management is 
aware of the excess application and how the institution deals with it:
“We are accepting them. We are creating programmes that will allow them to 
still have that level of study. “(A3)
Finally, part of demand management is to measure the performance of the 
business. Coleman and Vedder (2008:17) argue that “higher education is 
notorious for providing few, if any, reliable measures of performance of the 
gains in student learning while in college”. Relating performance measures to 
for-profit higher education, two different measures have to be considered. One 
is to measure student-related performance, and the other, the financial 
success of the business.
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Based on this, the author developed the question how the participants 
measure the performance in their organisation. With respect to performance 
measures, the respondents were asked more specifically how they know if 
they have done well, and secondly, how they would measure a good year. 
The purpose of these questions was to investigate not only educational 
measures but also the level of awareness regarding the outcome of pricing 
and other decisions. Indeed, most respondents from corporate and branch 
management relate the performance measures to financial measures such as 
budgets, targets, EBITDA, cost per enrolment and profitability of programmes. 
Nonetheless, student-related measures such as student satisfaction, 
graduation rates and employability have been brought up too. The latter have 
been discussed intensively in academic literature (e.g. Umayal Karpagam and 
Suganthi, 2010). While these measures are in place in academia, there are 
authors arguing that these on their own are not sufficient (e.g. Chang and 
Chow, 1999). Higher education has to adapt a broader range of performance 
measures such as looking at the financial and customer perspective (e.g. 
Umayal Karpagam and Suganthi, 2010). It does not come as much of a 
surprise that corporate management argued:
“If you don’t have the quality success in higher education you don’t have 
anything to offer. So, first and fore most we want to look at the quality of the 
student coming in, the satisfaction of those students. The retention rates, the 
graduation and job placement rates. So, the student metrics, being student 
centred and fulfilling the student metrics is really a higher priority than even 
the financial metrics. Because without them there’s no way to get to the 
financial metrics. It takes quite a bit to get a student in; you want the student 
to stay with you. You want to fulfil your promise to them and you want to be 
sure they can graduate with a good job. ” (A 15)
Interestingly, one respondent from branch management went ahead with 
more specific measures:
“Then other things are indicators about use of space, of chairs, of seats in the 
restaurant and things like that. We don’t do enough analysis on, because 
certainly within the industry they would do that. Certainly in the airline industry 
it is, you know, the use of the seats and how long in the air and turnaround on 
the tarmac and all these things. ”(A 1 )
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Academic management has also been asked to indicate performance 
measures, although they are normally only in charge for their departmental 
budgets and not that much involved in financial aspects of the institution:
“Well, I do get access at certain management meetings to quarterly results. 
What we tend to see is targets set, not by us, but by our head office are 
usually a little bit too high, particularly in the last two or three years where 
economic conditions have affected certain markets. So we tend to fall short, 
perhaps on student numbers, and therefore revenue, compared to what was 
originally budgeted. But we have been very good at reducing our costs 
accordingly to offset the reduction in revenue, so our profits have not 
dramatically suffered. ” (A3)
Measures as described above could assist in better capacity utilisation, hence 
improving profitability, which in fact is essential for for-profit higher education. 
Taking into consideration the responses regarding performance measures, 
the participants are well aware of the importance of measuring financial and 
student-related success. The patterns are that the respondents agree on both 
measures, financial and student-related, such as student satisfaction, 
graduation rates and a measure, called net promoter score, indicating to 
which extent graduates would recommend the school to others. However, this 
should not come as a surprise since most respondents are employed at the 
management level of this for-profit higher education organisation.
To sum up, the participants of the hierarchical levels indicated that they are 
well aware of the importance of demand management such as tracking total 
demand, denials and declines and dealing with excess applications. 
Moreover, being a for-profit business, the institution has practices in place to 
manage its demand. Interestingly, overbooking is not of importance for the 
institution, apart from accommodation based on the residential model applied. 
Furthermore, when it comes to performance measurements, the respondents 
are using these to monitor the performance of the institution regarding 
student-related and financial performance. Reviewing the responses from 
different hierarchical levels, corporate and branch management is very 
focused on demand management being part of their responsibilities. Although
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academic management is not involved in this practice, they are informed. 
Interestingly, the responses, especially from corporate management reveal 
some contradictions. On the one side describing their product they are 
focused on a premium approach in terms of quality and pricing too, while on 
the other side they are willing to accept price changes in order to cope with 
changes in demand.
The next section looks at the views of the participants regarding an application 
of revenue management.
5.5.6. Application of Revenue Management in For-profit Higher 
Education
Finally, at the end of the interview respondents of the different hierarchical 
levels were asked if they could give their view on a possible application of 
revenue management. The scenario brought forward was the following:
“If I put it all together and especially within the topic of revenue management, 
which is the practice which is applied in the hotel industry, and the airline 
industry which is accepted as established business practice. Could you think 
of, or imagine applying a similar business practice to education industry, 
especially as it is a ‘for-profit’ education institution. It means about variable 
pricing, one degree, one product, priced differently to different market 
segments. Could you imagine this?”
An interesting statement came from a member of corporate management:
“That’s very interesting. I think, right now, to some degree, you could have 
certain shades of that. What I mean by that is as more students migrate to 
different campuses, the geobundling, I think there’s going to be more and 
more where students will get a degree for a much different price during their 
college life. I think people are going to be okay with that. We’ve had the 
opinion “Let the student decide”. You can try to say, “No, this is the price and 
this is the only way forward" but the reality is if you don’t create the 
experience that the students want and what the industry is looking for, I think 
the model definitely will fail. I would say, great period because what we’re 
hearing from the students is they want more flexibility in terms of the pay... 
That’s why the other thing into revenue management and what people pay,
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there’s going to be a lot around student financing, maybe because most of 
our students don’t have any student financing. "(A 18)
Revenue management practice is here seen as to offer students the option to 
migrate between different campuses at different price points, which in fact, 
gives flexibility in terms of pricing. In the same vein, another respondent from 
corporate management commented on the use of price bundling and geo­
bundling as revenue management tools:
'Yes, I think that is happening and will happen. Actually in the model we’re 
developing at the moment, we’re talking about price bundling. So let me 
expand a little bit on it. You can take the model you just explained, first of all 
you come to Switzerland and you will pay a price. The second thing could be 
this price you pay is a different price you pay in Sweden and you’d pay in 
Mexico, so that is one. The second approach you need to take, if you want to 
do geobundling, I call that, so you want to study in Brand 1, you start in Brand 
1, then you go to Brand 4 and you finish your degree back in Brand 1. Or you 
start in Australia at an Australian price and you finish in Brand 4 at an 
American price. ” (A9)
Corporate management is aware that market forces have to be taken into 
account, thus, pricing is on the agenda. Two key aspects can be observed, 
one is on new product development, enabling students to start at lower price 
points and move up the ladder. The other aspect is to reflect on changing 
patterns in terms of students' flexibility regarding pricing. Another interviewee 
from corporate management linked revenue management practice offering 
scholarships and also for educational purposes enabling stronger students 
who cannot afford the tuition:
“So I would say the only way that revenue management in a sense enters our 
thinking is when we’re thinking about scholarships to bring in students for 
unfilled seats. And again we’re trying to do that by using that money to bring 
in the strongest possible students, so it’s a net strengthening of our student 
body for the students who couldn’t afford us otherwise. So that’s kind of the 
way which we approach it, but in the past few years we’ve really been overfull 
and haven’t had a need to do this in any sort of aggressive way. ’’ (A6)
In line with this, Rebbapragada et al. (2010:131) argue that to “use revenue 
management techniques to select the best applicant”. In a similar vein,
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Browning (2013:3) argues that “smaller, less selective institutions may use 
financial aid packaging to meet enrolment goals”. Therefore, the use of 
scholarships helps the institution to fill capacity and enhance the school’s 
reputation by winning better qualified students. Furthermore this respondent 
added:
“I would say another area where we’re looking at more of a revenue 
management sort of principle would be approaching local populations. So for 
example in City X we have brand 4, it’s an urban location and its student base 
tends to be non-traditional. So although they are pursuing a Bachelor degree, 
they tend to be an older student; they are working; they have families and so 
on. And so expanding the capacity of the institution into nights and weekends 
and providing hybrid opportunities with online, does again create the 
opportunity for variable pricing and more of a revenue management model. 
And that’s a non-residential model. ” (A6).
To sum up the aspect of using scholarship can be observed, expressed by 
corporate management, with the objective to fill capacity and to gain more on 
quality. Secondly, the focus on new target markets such as locals and working 
adults may assist in filling on capacity, and allowing variable pricing.
However, one respondent from corporate management was critical of revenue 
management, linking it to the nature of the educational product as follows:
“I would say that even though it is something which theoretically could be 
considered indeed. I would say that the service we render to our students in 
terms of educating them would in this sense not be comparable with the fact 
of carrying someone from point A to point B which is something with not real 
value added I would say or not at least as much as providing education to 
young people. In this sense I don't think that that would be of a beneficial 
impact to our business to have this kind of differentiated prices in our 
population of students. I would rather see our mission as indeed providing not 
only education to students in their profession but also providing experiences 
in life for which the price is and can be of importance as well. That means that 
there will be a value to this service and this experience granted in our 
schools.” (A7)
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In the same vein but with focus on acceptance, and linked to a general 
problem for for-profits that have to be profit-oriented, the respondent from 
corporate management stated:
“For education I think it’s a bit more delicate because in the mind of the 
people who would like to have education it’s not that well accepted that, for 
example, education is there to make profits. I think this will take some time to 
arrive in the minds of people that, actually, with education you also can make 
profits and you can deliver something very well. I think, as long as it’s not well 
accepted to make profits in education, revenue management will also not be 
accepted.”(A19)
Interestingly, one would expect that all respondents from corporate 
management would focus on means to use pricing in order to fill capacity and 
attract new markets; however, some respondents are critical with respect to 
such practice due to the nature of the product of education.
The participants from branch management were also asked for their view. 
One respondent from branch management related his current practice to 
revenue management:
“The pathway strategy allows people to enter through different pricing 
mechanisms. So, for instance, I would have in a classroom, up to fifteen 
different prices -  we charge a price by unit of study, not by semester. ”(A 13)
A commonly heard argument is that students in the class room should not be 
priced differently; however, such practice seems to be already in place. 
Another participant from branch management felt:
“That is something that I could imagine ..., and that is something that clearly 
as the school evolves and the number of programmes are developed, we 
need to be thinking in those terms, everybody did the same experience. As 
we’re evolving as an educational institution we’re diversifying and we need to 
diversify in terms of products, product market, product segmentation, 
experience on campus. ” (A1)
Similarly, the respondent from branch management commented to focus more 
on scholarships as revenue management practice, however based mostly on 
the underlying cost structure of that having lesser marketing cost:
“Absolutely; it’s like the airlines. Absolutely, you know, you’ve paid $1000 and 
the person next to you paid $250. We see that now, to be honest. We’re
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starting to do... I would believe scholarships one of the revenue management 
practices that sort of fall into that category. For me, I can reduce the tuition of 
a student coming from Brand 1, because the marketing outlay is so much 
less. I know I’m going to get 10-15 students every single quarter. I will tell 
you, where you see many state universities, or even non-for-profit, in the U.S. 
really struggling is on revenue management. I don’t think there’s a great 
understanding of the mix of the contribution that a student, the profitability of a 
programme. Actually, not only do I think it’s going to happen, I think it’s very 
needed.” (A16)
However, one respondent from branch management felt that revenue 
management would not work in education by not having similar characteristics 
such as airline and hotel industry:
“The problem is that revenue management, works on, you pay the cheapest if 
you book early in general, okay? It doesn’t work in education in that way, 
because you are then going to want your last student to pay the highest price, 
and they won’t, they will just defer until the next entry time. Consequently you 
will be in total chaos. The closest we get to revenue management, and as we 
were talking, it was, “Why don’t we better use our scholarships to spread the 
load, which will balance out these fluctuations in having to buy extra 
bedrooms for example. ” Or have 50 students in a classroom that is only really 
designed for 45. You could use revenue management in a more creative way, 
not in the industry, the airline industry model. ” (A10)
Interestingly, though the respondent rejected traditional revenue management 
practice such as in the airline industry, the idea of using scholarships has 
been welcomed.
Academic management was also asked regarding their view on an application 
of revenue management. One respondent believed that education is not 
applicable for revenue management due to its characteristics:
“I think it already takes place, but it’s under exceptional circumstances. Now, 
thinking about year management with January going up, I will not be 
surprised to attract different markets that have different needs and different 
expectations. Yes, I wouldn’t be surprised. Now, I think students can be 
extremely upset knowing that. It’s going to be very difficult to argue and 
explain why and how. Even now, if they find out why this Mexican is paying 
10,000 less than me... That’s very interesting if your research is on that and
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all the consequences because higher education or education in general is a 
product or a service we can say, but it’s quite different than the rest. You are 
developing people here. It’s not really something deeper than that. ’’(A 17) 
Similarly, another respondent from academic management raised concerns, 
especially with regards to contrasting service providers with education and 
especially regarding the time span. Students stay a certain period of time, 
much longer than with other services. Moreover, it is a one-off experience 
which may not be repeated.
7 personally think that it would be difficult, I mean I think when I look at 
hotels, airlines and so on you’re looking for short, you’re looking for a one off 
expense for a short period of time. Students who come here usually are here 
for at least a year or longer, and I think that is going to make it difficult to 
implement within the education. I know that in the past where we’ve taken a 
new group of students coming from another institution in another part of the 
world, the continent, from the Americas where they were taken on to the final 
year of the degree at a very reduced rate. And it created a lot of concern 
among students who have spent a lot of money coming here” (A2)
In contrast to other participants of academic management, one respondent 
focused on early bid pricing which is indeed, one of the key features of 
revenue management:
“For example you could do an early booking rate. If you book early then you 
know already how many students you have. If they book late you could 
charge a premium.”(A12)
Although this practice is established amongst traditional revenue management 
industries, it might not work for education due to the fact that the institution 
under research offers up to four intakes per year, so that prospective students 
might just wait for the next intake. Another view from academic management 
was the following, linking it to the student perspective and fairness:
“I would have trouble seeing that work, personally, because of the sorts of 
students they have. They’re paying a lot of money and they’re quickly going to 
be dissatisfied if they see somebody is getting a better deal than them in the 
classroom. The students will discuss and talk about fees and various things 
will come out. It’s not like if you’re in a hotel and somebody paid a different 
rate to you, they’re in another room, you don’t talk to them and you don’t find
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this out Our students sit in the same room, and they’ll talk to each other and 
find out” (A3)
Indeed, the aspect of fairness has been expressed by this response from 
academic management:
“I’m not very positive. I believe what is really important in education is 
fairness. And I believe that having one classroom where you would have 
students paying two different tuition fees according to the time they have 
‘booked’ when they have done their application, to use the image of an 
aeroplane, or an airline. I think that would be very difficult to manage for an 
education institution. ” (A4)
To sum up, the responses of the different hierarchical levels indicate some 
patterns, for example that participants from corporate and branch 
management acknowledge the need to put more focus on pricing and capacity 
utilisation in order to ensure growth and sustainability in revenues. Indeed, 
Harris (1953:350) notes that “the crucial problem is [for higher education] how 
can expenses be cut or income increased”. However, revenue management 
as applied in the traditional way by the airline and hotel industry does not 
seem a viable option for higher education at that stage. Interestingly, just a 
few respondents, mainly from academic management reject the idea of 
revenue management totally. Looking at some patterns in detail, the 
respondents view scholarships and discounts as a tool of revenue 
management practice. In line with this, Hillman (2010:10) in his research on 
higher education argues that “financial aid is a necessary revenue 
management tool that has developed from the intense competition”. However, 
other respondents from branch management think about diversification and 
creation of new programmes in terms of revenue management practice.
Reviewing the responses from corporate, branch and academic management, 
it can be said that academic management is not in favour of revenue 
management as it would not match with the nature of education, and would 
raise issues of fairness. Some participants at the branch level argue that such 
a practice is already in place due to different pricing strategies and the use of 
scholarships. Interestingly, even with corporate management there is not a
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general consensus to favour revenue management practice, mainly due to the 
characteristics of the product of education.
Taking into account the various responses, the first question arises in terms of 
the respondents’ understanding of revenue management. In fact, the 
participants were informed at the beginning of the interview of the definition of 
revenue management. As seen in table 16, many respondents indicate their 
familiarity with revenue management. However, it appears that some 
respondents do not grasp the concept. One explanation might be given by the 
fact that the participants, working now in higher education, understand and 
interpret revenue management in the context of this industry setting. And to 
the best of the author’s knowledge, little research has been done in terms of 
revenue management and higher education (e. g. Hillman, 2010; 
Rebbapragada, Basu and Semple, 2010). Even so, some academics seem to 
be confused about the meaning of revenue management. Hillman (2010) 
discussed tuition discounting as revenue management practice, however, he 
focuses only on the aspects of non-repayable grants and scholarships.
5.5.6.1. Summary of Analysis of Hierarchical Levels
In summary, it emerges from the analysis that higher education has its own 
characteristics which sets it apart in contrast to any other service, thus, a 
traditional application of revenue management such as in the hotel industry, is 
not viable. However, by referring to the revenue management typology 
developed by the author of this thesis (see table 8), for-profit higher education 
may fit into type 'D ', meaning higher education may apply a modified type of 
revenue management, especially with a focus on capacity utilisation and 
tuition discounting (e.g. Hillman, 2010). Revenue management is based on 
two strategic levers or components: pricing and capacity management.
Hillman (2010:3) states that “colleges and universities are experimenting with 
enrolment and revenue management”. However, the author warns that 
“overly-aggressive or inefficient discounting strategies can sometimes reduce, 
rather than enhance, revenue streams”. McPherson and Schapiro argue that 
“colleges can intentionally exploit students’ willingness to pay in order to
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extract their consumer surplus. Engaging in this revenue management tactic 
will, in theory, maximise tuition revenue for the institution” (1998 as cited in 
Hillman, 2010:11). Rebbapragada, Basu and Semple (2010:131) discuss 
another aspect of revenue management practice in higher education: “thus, a 
university’s efforts to maximise the overall quality of the students it admits as it 
tries to fill each seat with the best possible student is comparable to the 
revenue management process in the service industry”. Furthermore, the 
authors explain that it is “similar to the service industry that tries to maximise 
the price for each seat, we use revenue management to select the best 
applicant”. The second lever/component in revenue management is capacity 
management. Just a few researchers (e.g. Coats, 1995) have focused on the 
topic of capacity utilisation in higher education.
Revenue management as experienced by the traditional applications in the 
airline and hotel industries should not be seen as an option for higher 
education. In fact, the few researchers on this topic (e.g. Hillman, 2010) find 
consent in-so-far as the use of discounting and scholarships may constitute a 
kind of revenue management practice.
To sum up, from the analysis of the interviews with different hierarchical levels 
some patterns can be observed. Whilst corporate and branch management 
puts emphasis on the aspects of marketing, managing demand and pricing to 
ensure growth and a sustainable business, academic management mainly 
focuses on the nature of the product and the impact of marketing, pricing and 
capacity utilisation on the delivery of education and aspects of fairness. This 
does not come as surprise. However, it is worth mentioning that even between 
the different hierarchical levels there is some disagreement on various 
aspects such as to use new pricing models and marketing. Even more, some 
contradicting messages could be observed, so for example respondents 
claimed to have a premium product but on the other hand they focused on 
price discounting their product to fight against competitors, offering much 
lower quality. The next section analyses and discusses the data, gathered 
from embedded units.
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5.6. Analysis of Data with Reference to Embedded Units
In the next stage the author analyses and discusses the data, gathered by the 
management (e.g. CEO, president) of the five different brands which 
represent the embedded units of the division. The rationale is here to explore 
specifically the views of the respondents on how they market their product, 
and manage their pricing and capacity and their perspective on revenue 
management practice. As mentioned in the case description, the embedded 
units are not only operating in different locations with a variety of programs but 
also face different operational challenges, such as for example having 
different pricing strategies and capacity constraints. Therefore, the author 
intends to gain insight into the views of different people in the embedded units 
which are affected differently by these operational issues. Section 5.2.1. 
provides an overview of the key features of the embedded units.
5.6.1. Market Strategies and Operational Issues
When it comes to market strategies, the various brands/embedded units vary 
in their approach. They differ in terms of target markets and marketing 
strategies as stated by a respondent from brand 1 :
“Being an international hotel manager school, clearly we are an international 
market, the target is international. ” (A1)
In contrast, the CEO of an American-based embedded unit (brand 4) noted 
the dominance of the domestic students:
‘We are about 92% base student population from XYY. ”(A16)
One participant from brand 5 noted that:
“We have two main target markets; one is school leavers who are aspiring to 
be hotel managers... The other target market is career changers, who are 
mature aged people wanting to change careers later in life. ” (A 13)
In terms of marketing their product, one respondent (brand 4) stated:
“one of the things that sets [Brand 4] apart is that it is truly small class 
size...It's very much a personal experience, personal relationship. ”
Another respondent (brand 1) commented on quality:
‘There is a big market out there, students have choice and it is very clear that 
to try and attract the best students into our institution, we need to be able to 
associate ourselves with quality ...It is all of these things about maintaining
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this high quality in all of those areas to be able to prove that we are a serious 
institution with excellent credential. ” (A1)
Furthermore, the respondent from brand 1 focused on employability:
“It means when you come to XXX what can we give outside of the education, 
which is preparing you for employment. ” (A5)
One interviewee from brand 4 classified the other brands of the division as:
7 think that we are only viewed as a competitor. By no means is our 
hospitality school ranked in the top five globally, like brand 1 and brand 2. 
They are the leaders in the market. ” (A16)
Talking about business models within their marketing strategy, one 
respondent (brand 5) stated:
“We set out what we call a partnership strategy, both in XYZ and 
internationally. Where we partnered with companies or educational 
institutions ...who were doing the first part of our degree... and today that 
strategy represents 15-20% of all our enrolments. ” (A 13)
Not all the different brands/institutions handle the open entry policy in the 
same way. One respondent from brand 5 stated:
“We will take anyone that meets the criteria and that stands a chance of being 
successful in the qualifications. In that, we don’t take anyone, and it’s 
interesting, we are very careful in our selection process; every student is 
interviewed. We do that to make sure that the word of mouth is maintained at 
a high level, because that is extremely important for continuous 
improvement. ”(A13)
The respondent from brand 2 noted with respect to open entry policy:
“XXY is an open access institution. The students have to just get their 
secondary schooling. ”
Competition has an impact on marketing strategies, especially when it comes 
to pricing as one respondent (brand 4) stated:
“But there are two main competitors, with the incredible pressure on tuition, 
pricing.” (A16)
The participant from brand 2 commented on competition as follows:
“In Switzerland, and XXX’s main competitor is XXX. The main competitor in 
Switzerland is ZZZ [state university]. Then you have ZXZ [another for-profit 
hospitality education provider], but ZXZ has actually got two things why I 
would say it is not a competitor. The marketers say it is a competitor, I don’t 
think it is. It is cheap, so it is not a competitor because I am only interested in
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people with money. And it has shitty quality, so it is definitely in the same 
quality bracket... Cornell is the same, they have a limited capacity, they 
mainly serve the American market. But they are not a competitor, because 
they haven’t got enough capacity, or they are not interested in the type of 
students we are taking. Which I go back to, who are stupid and rich.”(A10)
It is worth mentioning that the three brands/embedded units operating in 
Switzerland face a different competitive situation from both the other brands 
within the division. Interestingly, the most pressure for the Switzerland-based 
brands comes from a competing chain of hotel schools, also based in 
Switzerland with lower quality standards and cheaper study programs.
Applying promotional activities to stimulate demand is practised by the 
brands, but is not always successful as the respondent from 2 indicated:
“Well I don’t think that much has been done. But my impression is that we 
don’t really differentiate our attraction concepts. So scholarships, which are 
one of our methods for attracting students. There is no, we will give more 
scholarships in January. Nobody I don’t think is doing that. What we do 
instead is we try and think of ways of attracting different types of students to 
fill up the bedrooms so to speak in the January semester. That is marginally 
successful, and fluctuates, because actually our main problem... In my view 
the main problem is, the entry tap varies so much that you get these peaks 
and troughs, and it is very difficult to find something just to fill in the little 
trough periodically. ”(A 10)
The key message is to review starting new things without considering the 
impact. Furthermore, the respondent explained:
“Well my explanation is very simple; we haven’t got a developed enough 
recruitment network in the Southern hemisphere. Because they have exactly 
the opposite, and the idea of having those two intakes was, “We will get 
Europe, the Northern hemisphere will come in September, and the Southern 
hemisphere will come in January.” Then you should end up with a more or 
less flat, but of course that hasn’t necessarily been the case. On the other 
hand, we have the advantage that if the birth rate goes down, somewhere 
else it is growing. So for me the real problem has been the network, the 
international network of recruiters is not developed as well as it should be. 
You turn up the expectations, and they haven’t been able to follow. So we set
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unrealistic targets for admission, and then we haven’t got the infrastructure to 
recruit them. ” (A 10)
Not surprisingly, the embedded units have different market strategies for how 
to promote their product, either on quality, employability or small class size, 
creating personal experience, and different understanding of their target 
markets. This can be explained by their products on offer, their location and 
external business conditions such as competitive pressure and operational 
challenges as follows.
5.6.2. Operational Issues
In terms of operational issues such as recruitment, enrolment and admissions, 
the embedded units can be grouped in two clusters, one group uses shared 
services for student processes, the other ones operate on their own as stated 
by brand 5:
“This is very much legislated bound in AAA, both for domestic and 
international students. We have an admissions,[  .],the sales teams work 
directly with the admissions,... so it sounds quite meticulous and it is, and it is 
audited very heavily in AAA. (A 13)
Brand 4 is also running its own system of student recruitment up to 
admissions:
“We actually do. Unlike, I know, the Swiss schools have centralised enrolment 
marketing plans, we actually broke away from that model. All of enrolment, 
marketing, digital, and field all report into me at the campus. We just felt we 
had much more control over planning and over really understanding what was 
happening with our business. ”(A16)
The other three brands are supported by shared service, in charge for 
recruitment and enrolment as well as marketing activities. However, the 
respondent from brand 2 criticised the process:
“As you know, we have a centralised and shared international recruitment 
team that are managed from the central sen/ices unit. So recruitment, 
enrolment and admissions are all managed through the central service team. 
Admissions, everybody is given targets, they get bonuses if they exceed their 
targets. They are currently not given the kind of targets that I like. Because it 
is dead easy to sell...the hospitality program. There is a hell of a lot more
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work to sell new programs, new departments ... They (shared services) go 
with the cash cow, the easy sell, and that is why they need the targets by 
program.” (A10)
It is worth mentioning that the criticisms are based on the fact that shared 
services and the agent network put their emphasis on selling institutions 
rather than programs, and focus on established programs. Interestingly, the 
brands which do not get support from shared services regarding student 
processes felt they have more control regarding operational issues.
5.6.3. Management of Capacity and Pricing
The rationale for raising these questions on the management of capacity and 
pricing has been derived from existing literature on revenue management and 
higher education to explore the views of the embedded units regarding their 
operational practices and constraints.
5.6.3.I. Capacity
When it comes to operational issues such as managing capacity and pricing, 
differences between the embedded units can be observed. One respondent 
(brand 5) stated:
‘The capacity... is tied up in legislation in AAA. You are allowed to have so 
many places based on your ratio of international and domestic students. It is 
also based on the square footage of your campus in classrooms, but also in 
square footage in terms of recreational space.” (A13)
Capacity at this brand is managed inter alia through prolonged teaching 
weeks:
“We want to maximise capacity. We currently run our classes 46 weeks a 
year; which is very unusual for schools. Very much like a cruise ship, that is 
my analogy for it. We have six weeks in dock. If we wanted to increase our 
capacity, we could apply to teach on Saturdays and we could apply to teach 
after six.” (A13)
The respondent from brand 2 argued that:
“Beds are the biggest problem. Okay, so the limiting features are, have you 
got enough beds, and then what are your classroom capacities? Because you 
can normally solve the staffing side. Classrooms are less of an issue, they are
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lower down the hierarchy, because the real issue for us is always finding 
enough beds. You can timetable in the evening....” (A10)
Linking demand to capacity issues is explained (brand 2) as follows:
“The other way of trying to fill the hole, because you are thinking about overall 
capacity. XXX has an advantage; you are in the process of creating a way to 
fill your January hole, temporarily anyway by taking out of one of the 
internships. So having some flexibility on internships allows you to smooth the 
bed problem.” (A10)
Another approach is noted by brand 4:
“We actually are launching, and have launched, five international summer 
experiences in AAB. We took the success of that programme, and we have 
now turned it into an international summer programme, for 2 weeks in length. ” 
(A16)
In line with this, Jenny (1963:281) argues that a capacity “constraint is the 
calendar itself. It has been suggested that it is wasteful to close a campus 
college for three months each year. And so we have summer schools, 
summer institutes”. Interestingly, only one respondent from branch 
management mentioned this way of optimising capacity utilisation which might 
be explained by the fact that other schools do not have either this opportunity 
due to their remote locations or the simple fact that faculty members need to 
take their holidays. In fact, the typical semester at the institution runs 20 
weeks, twice a year not leaving too much room for other capacity utilisation 
purposes.
Interestingly, all respondents from the brands/embedded units have their own 
issue with capacity, either restricted by legislation, or based on 
accommodation or teaching facilities. Nonetheless the respondents came up 
with ideas to utilise capacity in a better way. Additionally, the 
brands/embedded units differ in number of intakes which relates to capacity. 
One respondent (brand 5) stated:
“The capacity for that; we do four enrolments a year and we try over the year 
to hit our capacity levels or go close to it. ” (A 13)
Similarly, the respondent from brand 4 reported:
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'We actually run quarterly at XYZ, so we actually have intakes four times a 
year. What traditionally was a summer -  traditionally for most schools actually 
-  the summer month is becoming one of our higher demand months. ” (A16) 
One brand (brand 4) reported a way to manage capacity utilisation by:
'We are going through a capacity utilisation study. We realised that there 
were a number of classrooms that were not being used, and by simply taking 
out the airlock walls, we could actually use as events space. ” (A16)
Moreover, this brand looked at another way of optimised capacity utilisation 
by:
“We are actually looking to launch a degree programme... We can grow the 
capacity of that programme, without taking any additional space...by 
beginning to leverage online, ...it is way to increase capacity of programmes 
that are capped. ” (A 16)
It is worth mentioning that just one respondent from the brands/embedded 
units focused on online learning as a way to utilise capacity although other 
brands are also experimenting with online learning as per request by 
corporate management. Indeed, Fried and Hill (2009:38) argue that “the trend 
towards online delivery of courses works heavily in favour of for-profits”.
To sum up, almost all embedded units face challenges in terms of capacity, 
and almost all have ideas in mind how to cope with it, either by increasing 
number of intakes or utilising space in an optimised way such as organising 
summer programs. It seems that capacity utilisation is one of the main 
concerns but also seems to be an opportunity to sustain business and growth. 
The author comes back to this in the subsequent section to relate this to a 
possible application of revenue management. And of course, it has to be said 
that any improvement in capacity utilisation may lead to an increase in 
revenue.
S.6.3.2. Pricing
When it comes to pricing, the embedded units follow different strategies. One 
respondent from brand 5 noted:
“We have been very careful with the brand, to position it as premium for AAA 
(home country), but not premium when compared to Switzerland. So, it is a 
different costing structure, but mine (degree) is only three years long,
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whereas yours [in Switzerland] is longer. We believe that pricing actually has 
an impact on consumer’s belief structure about your school preference. If you 
are too low priced, they believe it is low quality. ” (A 15)
The respondent from brand 4 commented on pricing as follows:
“Looking at the cost pressures was one of the reasons why froze tuition for all 
new students, for the life of their programme, starting this October. If you 
were to enter XYY until you finish, and you stay continuously enroled, your 
tuition does not charge. ” (A16)
Brand 2's pricing has been explained as follows:
“Okay, so there was a pricing strategy in existence when the [division] bought 
the two schools. Brand 1 was looking at a slightly lower socio-economic 
group, and their prices I think were about 25% cheaper than brand 2. Then 
when the (division) bought us, they decided they would keep the 
differentiation. And the reason for that is because in my view, one of the 
decision making factors for parents as they were coming, two beautiful 
schools, two great industry.... The main difference was price and location, 
right? When you come down to it, price and location, the parents cared about 
price. What is happening now is, the exchange rate is affecting the decision 
making, and we are getting more decisions based on price. But I think that the 
senior people above me in the organisation have now realised that they have 
played the price card too strongly, and they want to allow this price separation 
to happen again. ” (A10)
Reflecting on pricing, the respondent from brand 2 commented:
“You are dealing with people who think they are the elite, “If it is expensive, it 
has got to be for me. I am going to meet that same socio-economic group if I 
go there." And price is a differentiator; it is one of the main differentiators isn’t 
it. You wouldn’t have first class airlines and economy class if it wasn’t a 
differentiator. Price is a differentiator, and the socio-economic group of people 
[..] but the point is price does make a difference, and that is why you cannot 
say, “I am going to ship you over there. ” (mean to sister school)" (A 10)
To sum up, differences regarding pricing strategies can be observed from the 
different embedded units. This might be explained by the fact that not all 
brands apply a premium price approach or have to deal with tough domestic 
competition. The respondents discussed quite lengthily this issue and it is 
worth mentioning that the author has not asked explicitly for pricing. The
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discussion revealed various aspects of pricing such as the use of a 
differentiator; however, pricing is also a major concern due to cost structures 
and competitive pressure.
5.6.4. Revenue Management Practice of the Embedded Units
This section seeks to explore if and how the embedded units follow revenue 
management practice such as for example forecasting and demand 
management. One respondent from brand 5 described his demand 
management as follows:
“In terms of managing demand, we have deliberately spread our -  what we 
call our buying -  across different international markets. So that the four 
intakes allow us to spread the students.... so that allows me to maximise the 
usage of premises. The spread is done by students from the Northern 
hemisphere ... and the Southern hemisphere... so that helps us to manage 
the ebbs and flow of not having oversized classes. ” (A 15)
Regarding demand management the interviewee from brand 2 noted:
“Managing demand, we take everyone who comes. For brand 2 and brand 1, 
as I said to you before, there is only, you need to have your high school 
diploma or equivalent, and the right English level. For me if you meet the 
bottom qualification, then I will take you. There is some academic justification 
to that, because based on good research, that not everyone demonstrates 
their capacity at the age of 18 in a set of secondary school examinations. 
There are a lot of people, and particularly the kind of people who go into this 
branch of industry, who are late developers, who didn’t want to knuckle down 
and study. So it is a good reason, anyway so that is how we manage 
demand.” (A10)
The respondent from brand 4 stated as follows:
'We actually right now do not have any issue of managing demand. What I 
mean by that is at the institutional level, the way we look at it is we actually 
look at it by programme. ” (A16)
Interestingly, when asked for the aspects of how to manage demand, branch 
management have a quite simple response, taking everybody to enrol. In 
contrast, corporate management has specified in detail all procedures needed 
to cope with demand management. In fact, Jenny (1963:274) argues that “one
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of the difficulties is precisely that of knowing the demand which may confront 
a given college at a given time.” Similarly, Winston (1999:24) states that 
“identifying the determinants of student demand for higher education -  and 
more so for an individual school -  is not a simple matter but at base, demand 
must surely be influenced by what a student gets and what that students 
pays”.
Overbooking, which is seen as key factor in applying revenue management, is 
applied to a certain extent amongst the embedded units as one participant 
(Brand 5) stated:
‘We used to run an overbooking policy of 5%... we used to deliberately take 
5% more students than I was allocated in the government legislated 
requirements. So, we are a great believer, in if you -  it is very much similar to 
an airline, usually airlines will overbook 5 to 10%. I believe it is very valid, we 
... still track the weeks before an enrolment. I usually have a minimum of 5% 
attrition.”(A15)
The respondent from brand 4 applied overbooking with respect to 
accommodation:
“Yes, where we have had overbooking is actually with housing.” (A16)
Brand 2 applies overbooking too:
'Yes, we overbook all the time... We offer more places than we actually have. 
That then causes a problem in beds, but not usually in classrooms.” (A10) 
Handling excess demand or applications is important as not only to lose 
customers but also to shift demand, thus, one respondent (brand 5) stated:
“So what we do is we suggest that we bump them to the next intake, which is 
only twelve weeks away ...we usually give them a little mini scholarship to 
assist us.” (A 15)
The interviewee from brand 4 stated:
“Excess applications, I wish we did, but we don't (have any).” (A16)
Brand 2 raised some concerns regarding excess applications:
“Well we never have excess because they don’t have a strategy, and this is of 
course what they should have, which takes you back to your research 
question, is... What we should have is a way of saying, “Okay, this is crazy, 
let’s give this student a 10,000 Franc scholarship to come back in January.” 
That is what we should have, and we don’t have that.”(A10)
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To sum up, the participants from the embedded units utilize demand 
management including overbooking and dealing with excess applications. 
Obviously, being in charge of the embedded units, they know their business, 
and the responsibilities. One respondent, however, is quite critical about the 
lack of strategy which raises the question of whether there is any strategy, 
either on the corporate or brand level to cope with new challenges in terms of 
dealing with changing demand patterns.
5.6.5. Application of Revenue Management
The participants of the five different brands were asked about their view on 
the application of revenue management to for-profit higher education. The 
respondent of brand 5 stated:
7 have already got that [RM] at XYZ. So I have different price points -  
remember I talked about the pathway strategy. The pathway strategy allows 
people to enter through different pricing mechanism. We could have as many 
as fifteen different price points in a classroom, very much like the airline 
industry. ” (A 15)
The respondent from brand 4 focused on scholarships by commenting:
“I would believe scholarships is one of the revenue management practices 
that sort of fall into that category. For me, I can reduce the tuition of a student 
because the marketing outlay is so much less. ” (A 16)
It is worth to mention that this brand runs a lot of transfer programs; meaning 
that it receives students from other brands/embedded units, without need to 
attract them by spending heavenly on marketing.
The respondent from brand 1 argued:
‘The way we are going now and the way we see it is basically there are ... we 
are moving into more flexible, more global, all these kinds of things. When 
you address different regions you can talk about that, but coming into the 
same school and paying different prices ... I’m not sure about if that will 
happen. For me, it’s addressing the level of the cost of life in different 
countries, and yes that’s what we have as a model now, like in branch 
campus 1 and branch campus 2. But doing it in Switzerland for a student 
coming from a different area but then following the same programme, I don’t 
see it.” (A5)
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The second respondent from the same brand stated:
“That is something that I could imagine, and that is something that clearly as 
the school evolves and the number of programmes are developed, we need 
to be thinking in those terms. Because it has been a ‘one cap fits all’ 
approach in the beginning. There was a diploma, everybody did the diploma, 
everybody did the same experience. You had the same amount of exposure 
to that kitchen, to that service operation and whatever. As we’re evolving as 
an educational institution we’re diversifying and we need to diversify in terms 
of products, product market, product segmentation, experience on 
campus. ”(A1)
The participant from brand 2 argued:
“I think it already takes place, but it’s under exceptional circumstances. I 
mean, we do apply that already; for example, with somebody who has failed 
very badly and has to retake the semester. They attend exactly the same the 
next semester. They get the same services but they have a 20% reduction. It 
is a way to show that we understand that you are doing the same 
again.”(A17)
In contrast, the interviewee from brand 3 stated:
“The problem is that revenue management, works on, you pay the cheapest if 
you book early in general, okay? It doesn’t work in education in that way, 
because you are then going to want your last student to pay the highest price, 
and they won’t, they will just defer until the next entry time. ”(A10)
The respondents of the embedded units differ in their view regarding a 
possible application of revenue management and thus two groups can be 
identified. One group opposes any application of revenue management. 
These embedded units are mainly based in Europe, are financially well off, 
and target wealthy socio-economic groups. The participants of these 
embedded units cannot see revenue management in conjunction with higher 
education due to the former’s characteristics and the nature of the product. 
Another explanation might be that the respondents do not see the necessity of 
revenue management at this stage of performing well.
The other group, based in North-America and Australia, struggling financially 
and also in terms of capacity utilisation, argues in favour of revenue
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management. The participants from these embedded units support application 
of revenue management as a necessity due to the fact that they already apply 
different pricing strategies, meaning have different price points. The 
differences between the groups might also be explained by the business 
model of each brand. Some brands are quite small in number of enrolments 
and seem to struggle with their cost structure whilst other brands are 
performing well, and might not be in the position to review current business 
practice.
Interestingly, all respondents from the embedded units see some benefits of 
revenue management, such as of how to even demand, to adjust pricing, and 
to optimise capacity utilisation.
Analysing the different embedded units, the findings unveil that any 
application of revenue management may depend on the specific 
circumstances of each business, meaning once they face challenges in terms 
of revenue generation and/or capacity utilisation, they might be more 
interested in an application of revenue management.
5.6.6. Summary of the Analysis of Embedded Units
As the case description of the five embedded units and the subsequent data 
analysis of the key themes informed by the literature and the theoretical 
framework have shown, there are substantial differences between the 
brands/embedded units in terms of product offer, location and positioning and 
operational issues. For example, one brand has four schools with different 
study programs, whilst other brands just run hospitality programs. Some 
brands are located in bigger cities, others in remote places which makes it 
more difficult to attract students.
Furthermore, the different brands/embedded units face various operational 
challenges in term of pricing and capacity. In terms of their organisational 
structure, the embedded units operate either quite independently or supported 
by shared services. These differences may have had an impact on their view 
of revenue management practice and application. Whilst the respondents of
216 © Detlev Remy
the different embedded units show quite similar views on their market 
strategies, differences occur in terms of operational issues such as pricing 
and capacity. Two brands do price themselves as premium in contrast to the 
brands, based in Switzerland. Some brands are limited in capacity, either 
based on physical constraints such as not having the necessary land or bound 
by government legislation. All of the respondents from the embedded units 
have their own understanding of revenue management practice, but 
acknowledge some benefits of revenue management practice, or even argue 
that revenue management practice is already in place.
It is worth mentioning that the analysis has identified two groups with the 
embedded units. One group of embedded units is placed high in the rankings 
of international hospitality schools, and follows a premium approach in pricing 
too, and is performing well in terms of revenue generation whilst the other 
group struggles financially and in terms of capacity utilisation, and is looking 
for new ways of revenue generation. Interestingly, the respondents from the 
latter group indicated interest in revenue management practice, whilst the 
respondents from the first group showed some degree of resistance.
Based on the above findings, it might be argued that any application of 
revenue management is more relevant to higher education organisations 
which are facing challenges in terms of financial performance and capacity 
utilisation. Although it is worth mentioning again that almost all participants 
have shown interest in revenue management by recognizing some benefits in 
terms of pricing and capacity utilisation.
5.7. Discussion of Key Themes informed by existing Literature
The author of this thesis established key themes derived from the literature 
review of revenue management and higher education such as the pre­
conditions, components and tools of revenue management, which are 
essential in any kind of application of revenue management followed by the 
characteristics of higher education which relate to revenue management.
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In order to understand the business and its characteristics, the interviewees 
were asked about what they are their selling, target markets and how to 
attract them. The respondents from the different hierarchical levels indicated 
the characteristics of higher education such as experience, the time line or 
duration of education up to four years, quality and reputation.
When it comes to market strategies and marketing, there is a strong focus 
from the hierarchical levels of corporate and branch management to consider 
new product development in order to generate new revenue streams and 
utilize capacity better, and to attract new markets. Interestingly, there is some 
disagreement between the cluster of corporate management and 
management at brand level regarding new products, developed at the 
corporate level. The benefits proposed by corporate management are that of 
synergy effects and new pricing models across the division; however, 
management at brand level is more concerned in terms of forecasting, 
planning and capacity utilisation for their own brand. One aspect regarding the 
product of education is worth mentioning, that academic management does 
not fully agree with the open access policy, especially regarding quality 
issues, whilst corporate and branch management does not consider this as a 
problem.
With respect to competition, the participants of all hierarchical levels 
acknowledged the fact that competition has an impact on the organisation, 
especially regarding pricing decisions but also regarding quality and fairness.
When it comes to operational issues, the respondents from corporate and 
branch management recognize the importance of pricing decisions whilst 
academic management shows some concern regarding quality and fairness. 
Moreover, there are already discussions at the corporate and branch level 
about how to further develop pricing, to stay competitive, and to reach out for 
prospective students who cannot afford a premium priced school, hence, to 
think of creating different price points for example.
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Regarding capacity there was some disagreement amongst the participants of 
the hierarchical levels as to how to define capacity and its constraints. 
Corporate management thinks about capacity in terms of 'Eat, sleep and 
teach', similarly at the branch level, whilst academic management is much 
concerned regarding adjusting teaching facilities. Similarly, demand 
management was discussed in some parts controversially, though it can be 
observed that the institution is managing demand in a quite sophisticated way. 
A possible revenue management application is also discussed controversially 
mainly due the characteristics of education and fairness issues, although 
some respondents have seen benefits in this practice.
To sum up, many respondents, mainly from corporate and branch 
management focussed very much on pricing concerns and capacity issues, 
indicating that both these aspects are of major concern, impacting the 
institution most in the future.
5.8. Emergent themes
The emergent themes were informed by the interviews themselves, following 
in-vivo inductive analysis. Three emergent themes could be identified.
Firstly, for-profit higher education has its own characteristics which have to be 
considered in selling and managing the product. The literature supports this 
view that higher education has its unique characteristics (e.g. Collis, 2002). 
Consequently, higher education cannot run a business model, similar to other 
service providers and has to be cautious with respect to the management of 
pricing and capacity due to the characteristics of education. Many participants 
acknowledged the very special nature of education, impacting almost every 
aspect of operations and planning. Some interviewees outlined interesting 
aspects of education which are definitely the timeline and the aspect of 
experience. The timeline not only affects the revenue generation for a long 
period of time but also the planning process. The aspect of experience is 
important as to manage an ongoing student-oriented experience which might 
clash with the management of pricing and capacity such as to stretch 
capacity.
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Quality is a key theme which must be taken into account in the delivery of 
education but also in terms of the question, how to manage pricing and 
capacity. Corporate management focused on quality mainly as a key selling 
point whilst some respondents also mentioned the aspect winning better 
students to support the claim of quality. Various participants, mainly from 
academic management, have raised concerns regarding quality in terms of 
capacity utilisation as well as in pricing. The existing literature on higher 
education supports the aspect that quality is of concern for higher education 
(e.g. Zafiropoulos and Vrana, 2008). Indeed, most researchers highlight 
quality as one of the core issues in education (e.g. Ng and Forbes, 2008). 
Winston (1999:17) specifies this by stating that “the quality of both individual 
students and of the student body as a group counts for a great deal in the 
quality of educational services”.
The third emergent theme emerging from the data analysis is pricing and its 
role and function. Interestingly, many respondents from different hierarchical 
levels expressed their view on pricing and its importance although the author 
has not asked explicitly about pricing. This might be explained by the fact that 
all participants are working for this for-profit education provider, thus being 
aware of the importance of pricing. Furthermore, all respondents realised the 
pressure on pricing from market forces. Thus, at all levels of the organisation 
pricing has been in the focus in recent times, either as mean to attract more 
prospective students, or to retain students at the brand level by price freezes 
etc. Overall, corporate and branch management related pricing to the 
indication of quality and also to reach certain socio-economic groups whilst 
academic management is quite concerned focusing too much on pricing and 
losing focus on the core business of delivering education.
These three emergent themes give some clear pointers to the application of 
revenue management to for-profit higher education. Firstly, any application of 
revenue management has to take into account the very special nature of 
higher education which differs substantially from other service industries. 
Secondly, the aspect of quality is of utmost importance, meaning that any
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change in pricing and capacity utilisation may affect negatively quality of 
education. Thirdly, pricing has its own function in for-profit higher education, 
indicating not only quality but also acting as a mean to push enrolment, for 
example via price discounts offering scholarships. Interestingly, at this stage 
the objectives of pricing go along with aspects of quality as for example, 
tuition discounting in form of scholarships may assist in achieving quality by 
focusing not on a certain socio-economic group but to focus on highly 
academically qualified students. Based on this, it can be said that there is an 
opportunity to apply revenue management but in a different way as applied by 
hotels and airlines for example. Hence, the main objective of revenue 
management of maximising revenues as defined (Kimes, 1989) changes to 
optimisation of the management of pricing and capacity. Indeed, Cleophas 
and Frank (2011) mention that optimisation can be an objective of a revenue 
management application.
5.9. Summary
The findings show some interesting patterns in terms of the characteristics of 
for-profit higher education. When it comes to market strategies and the 
marketing of for-profit higher education, some disagreement could be 
observed which might be explained by the three different management levels 
being interviewed. It seems that there are some differences regarding any 
given business and academic orientation. However, overall the participants 
from all hierarchical levels acknowledge the need to react to the changing 
environment, caused by the worldwide economic crisis and increased 
competition impacting the niche market of hospitality education. The limited 
review of documentary evidence supports this as the company has already 
put changes in place such as for example price freezes and loyalty bonus for 
returning students. Moreover, scholarships have been promoted more 
prominently than in the past.
The institution under research practises a well-recognised educational model, 
based on a mix of vocational training and academic learning, over the years 
and ranks high in the top league of hospitality education. However, the
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company has faced within the last years flattened demand and more 
aggressive competition.
Two parallel strategies are currently under development; the first is based on 
developing new pricing models, mostly based on the use of scholarships and 
discounts and to use the variety of branches in different countries to establish 
different price points. The second strategy is reviewing and developing the 
current capacity utilisation.
Three emergent themes have been identified. Firstly, for-profit higher 
education has unique characteristics which do not allow a direct comparison 
with other services. Therefore, it is not only about selling education but about 
maintaining academic education. Secondly, the aspect of quality emerges as 
a theme. Quality has been linked not only to the delivery of education, but also 
with respect to recruiting students up to the aspect of having an open access 
policy in place. Moreover, the aspect of quality must be related to any 
changes in capacity utilisation. In other words, stretching capacity may harm 
the quality of education. Thirdly, pricing plays an important role within the 
organisation, either as an indicator of quality and premium approach, or as a 
means to manage enrolments. However, pricing is now at the forefront of the 
discussion, mainly due to the pressure from the markets.
The data analysis and, specifically these three emergent themes, indicate that 
the participants of the institution under research acknowledge the needs for 
changes, especially in terms of pricing and capacity utilisation although the 
participants are aware of the very special nature of education and its 
characteristics.
Furthermore, the aspect of quality is of concern, which is used to indicate the 
premium approach but quality might be affected by any planned changes in 
terms of pricing and capacity. Therefore, any possible link to revenue 
management must be seen in light of these aspects. For example, pricing 
does not act on its own, meaning that any change in pricing may harm quality
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and thus, affect the characteristics of higher education such as student's 
experience.
The next chapter concludes the thesis, and summarises the findings by linking 
the findings to the research question and objectives and adjusting the 
conceptual framework. Moreover, the chapter discusses the contribution to 
theory and the research limitations.
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Chapter 6 Conclusions
6.1. Introduction
The purpose of this study was to investigate a possible application of revenue 
management to for-profit higher education, and thereafter, the implications for 
the management of pricing and capacity. The literature review in chapter 2 
analysed existing research on revenue management in different industry 
settings, the external conditions and the pre-conditions, components and tools 
needed, and respectively utilised. In chapter 3 the author reviewed the 
literature on higher education, with particular reference to for-profit higher 
education, especially in terms of the product of education and its pricing to 
analyse current practice. It also detailed some of the key characteristics of 
hospitality education. The methodology applied was based on a realism 
paradigm with a single case study design with embedded units. The unit of 
analysis was individuals, managers from different hierarchical levels of a for- 
profit hospitality education provider. The case is a major multi-national 
education company, with several divisions, from medicine to hospitality. There 
are five different brands/embedded units within the division of hospitality 
education, in various locations, mostly in Europe but also in Australia and 
USA. Semi-structured interviews were conducted with individuals from 
different hierarchical levels of a for-profit hospitality education provider to 
collect qualitative data, supported by some documentary evidence based on 
company’s’ internal and external documentations. However, access to 
company documentation was limited as the company is not listed on the stock 
market.
The findings unveil a mixed picture. Patterns and similarities in the data have 
been identified regarding the unique characteristics of higher education in 
contrast to any other service. Pricing is of concern, and has been discussed 
quite controversially amongst the hierarchical levels, especially with respect to 
the character of education and quality. Capacity has also been discussed at 
length as the respondents felt the need to utilise capacity in a better way. 
Interestingly in relation to capacity, there is a degree of disagreement
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amongst the participant regarding the constraints, either residential 
accommodation or teaching facilities.
When it comes to a possible application of revenue management, a more 
complex picture can be observed. Although the responses show the same 
patterns at all levels of responsibility and across all embedded units regarding 
demand patterns and its management, a huge spread of responses has been 
observed between different levels of responsibility regarding pricing and 
capacity utilisation. This chapter summarises the main findings, relates them 
to the research objectives, and identifies implications for practice and further 
research as well as explaining limitations of the thesis.
6.2. Summary of Main Findings from the Empirical Research
Having analysed firstly the different hierarchical levels of a for-profit higher 
education provider, the findings show quite interesting differences between 
the organisational levels. This might be explained by the background of the 
respondents but also their role within the organisation and their strategic 
focus, respective operational or academic focus.
One of the emergent themes can be based on the fact that higher education 
has been identified as a very special service which differs substantially from 
any other service. This is of importance as it has a substantial effect on how to 
manage the business. Even being a for-profit business, management has to 
acknowledge the characteristics of higher education and act accordingly. In 
fact, Ng and Forbes (2008:9) believe that “the core service of the university 
experience is embodied in the learning experience of the student”. The 
qualitative data gathered via semi-structured interviews with management of 
different hierarchical levels support this view.
Interestingly, almost all respondents focused on experience as one of the 
factors, making education different from other services. However, experience 
on its own is not necessarily a differential factor. Ng and Forbes (2008:10) 
relate “the education experience, similar to some other service experience 
such as tourist attractions”, - although tourist attractions face a shorter time
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line. Put in simple terms, the consumption will maybe last a couple of hours or 
days while in education it may be for up to four years.
Further, Coleman and Vedder (2008:26) state that: “the success of for-profit 
higher education has primarily come from two main elements: their ability to 
read and respond to market signals and their willingness to build their services 
around the student, whom they treat as a customer”. Many respondents 
demonstrate a high level of student orientation, putting the students’ interest 
first.
Due to the fact that the interviews were conducted mostly with corporate, 
branch management and academic management and in a for-profit 
organisation, it does not come as a surprise that a kind of business culture 
can be observed. This is likely to contrast with other universities where the 
focus is still more on the academic perspective. In line with this, Ruch (2001 
as cited in Coleman and Vedder, 2008:27) argues that “for-profits have 
significantly more of a business culture. A greater number of employees are 
aware of the forces of supply and demand and are able to make decisions 
that maximize utility for the university and its students”.
An interesting finding is based on the fact that corporate and branch 
management have different views regarding new product developments such 
as geo-bundling whilst academic management has not expressed their voice, 
mainly due to the fact that they are not involved in this product development at 
corporate level, and it is as of yet not implemented. Management at branches 
argue that they may lose control regarding demand forecasting and planning 
whilst corporate management focuses very much on the marketing aspects, 
offering a new and unique product stimulating extra demand.
Major differences can be observed amongst the respondents from different 
hierarchical levels regarding the pricing strategies and policies. Respondents 
from corporate and branch management view pricing as a tool to indicate 
value and quality, and as a tool to react to a changing environment. However, 
respondents from academic management argue that pricing must be fair too.
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Some participants from the corporate level comment on pricing as a tool to 
stay ahead of competition, therefore, the participants still claim price 
leadership and a premium pricing strategy. However, it is worth mentioning 
that not all brands/embedded units follow this pricing approach. Coleman and 
Vedder (2008:26) argue that: “because of the abundance of information 
condensed into market prices, for-profits can maximise the allocation of their 
resources simply by looking at what students are willing to pay and how much 
it costs to provide their service, and then trying to maximise their bottom line 
accordingly”. However, academic management expressed concern about 
using pricing in order to stimulate demand due to considerations of fairness 
and quality. Moreover, the participants of branch and corporate management 
indicated that due to flattened demand, price freezes have been put in place 
and an increase in financial aid for a limited number of students is under 
discussion.
Interestingly, the author of this thesis would have expected more focus on 
different pricing models such as pricing per semester versus pricing per credit 
hour or early bid pricing offers versus sticker price. Just a few respondents at 
the brand level indicated awareness of these models and the opportunities. 
Recommendations on pricing are brought up with the focus on financial aid, 
different price points and focusing on value-based pricing, also from corporate 
and branch management. The focus on more financial aid is supported by the 
existing literature (e.g. Hillman, 2010). Moreover, it might be explained by the 
emergent theme of quality that the respondents recognise the importance, 
relating pricing and financial aid and quality, as not only focusing on the 
wealthy but also the academically well-qualified students. Surprisingly, 
academic management did not put emphasis on this aspect. Either academic 
management does not see any need or they feel excluded in any decision­
making process regarding the recruitment and enrolment processes.
In terms of marketing and related processes such as recruitment, enrolment 
and admissions, the patterns show a degree of similarity that respondents 
agree with the practice. One respondent, however, in charge for brand 2, 
argued that the processes are not performed well enough. For the majority of
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schools the centralised services perform this function. However, some 
concerns have been brought up regarding the open entry policy which may 
impact quality, mainly from academic management. With respect to the target 
markets, all respondents have been able to identify them as the top end of the 
market. However, the author would have expected a more differentiated 
picture. First of all, with regards to one of the emergent themes of quality, one 
would expect more focus on a wider spread of a student population that is to 
bid for the best students in academic terms. Academic management did not 
pick up this aspect. Secondly, the reality at the different campuses already 
shows substantial changes in the target markets. It is not only the top end 
market for the company; in fact an increasing proportion of students do come 
from a middle class background, often financing their studies with bank loans 
or by government support schemes. Therefore, it can be assumed that these 
changes in the target markets may affect the pricing strategy too. The data 
analysis also shows that respondents at corporate and branch management 
level acknowledge the pressure to review current pricing schemes.
When it comes to marketing activities, the author of this thesis would also 
have expected more focus on branding which is essential in service marketing 
(e.g. Ng and Forbes, 2008). Although the respondents from the hierarchical 
levels acknowledged the different brands and their unique features within the 
university network, and they also related branding to pricing too, an overall 
branding strategy linked to the premium approach of the organisation could 
not be identified. Indeed, Fried and Hill (2009:37) argue that “given the nature 
of the good, it is not surprising that brands are important in higher education. 
The brand has a big impact on generating interest among potential students. 
For many students, brand is a deciding factor on what school they attend. A 
brand is also important in attracting employers for a college’s graduates”.
Differences in responses can also be observed in terms of the capacity of the 
institutions and their constraints. Quite controversial opinions exist on how to 
define capacity and its constraints, especially between corporate and branch 
management on one side, and academic management on the other side. The 
spread ranges from dormitory accommodation as the only constraining factor,
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up to classrooms and teaching facilities. However, it is worth mentioning that 
many respondents discussed ideas of how to improve capacity utilisation 
although not focusing too much on possible implications, apart from academic 
management warning of outcomes such as student dissatisfaction.
Next, considering the views of the participants regarding capacity utilisation, a 
couple of topics were discussed, from shifting teaching hours to the 
development of branch campuses. However, just the respondents from 
corporate and in one case from branch management, discussed blending in 
online learning with traditional teaching as a tool to increase capacity. This 
might be explained by the fact that the institution bases its success on its 
business philosophy of hands-on learning and face-to-face contact with 
students and with high staff-student ratios. Students or their respective 
sponsors pay a relatively high tuition fee based on the institution's model, 
thus, online learning or even components would work against this.
Three emergent themes come out of the data analysis, namely that higher 
education differs in many terms from other services and therefore, higher 
education has to be considered differently in terms of the management of 
pricing and capacity, and secondly, that quality is a main concern, mainly 
raised by academic management, again impacting pricing and use of 
capacity. Thirdly, pricing emerged as a key theme, both in terms of indicating 
value and premium approach and as a means to attract and retain students. 
Indeed, the emergent themes are in line with existing research (e.g. Ng and 
Forbes, 2008).
Turning to revenue management, the findings are somewhat complex. Some 
participants, mainly from branch management, agreed with the idea of 
revenue management practice, even arguing that some components are 
already in place such as pricing differently for different markets. This might be 
explained by the fact that they have the responsibility for the brand, thus being 
obliged to react on market forces and changes in student numbers on the 
side, and the utilisation of resources, especially capacity.
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Respondents from academic management rejected any possible application 
of revenue management due to concerns of fairness and quality. This might 
be explained by their background but also their understanding of higher 
education as such.
However, corporate management and management at the branches were in 
favour of any optimisation regarding pricing and capacity utilisation, although 
some members of corporate management raised various concerns regarding 
an application of revenue management as such:
“/ would personally not be in favour of it but definitely that is something we 
could consider or maybe consider for example for only one part of our 
business which would be for the accommodation. Not maybe education on 
the education part but possibly on the accommodation or food part possibly. ” 
(A 17)
Interestingly, a participant from corporate levels raised concerns regarding 
revenue management but could imagine an application in their online learning 
division:
“Yes, I could. In fact again if you look at our online programme which again is 
a little bit more sophisticated. "(A 15)
Turning to the main focus of this research, namely the application of revenue 
management to for-profit higher education, the study explores this using the 
structure developed in the literature review: external business conditions, pre­
conditions of revenue management, strategic levers/components and revenue 
management tools. A fuller discussion appears in the next section.
Investigating a possible application of revenue management to for-profit 
higher education, one has first to analyse the external conditions which the 
business faces. Interestingly, almost all industries which apply revenue 
management face quite similar external business conditions. For-profit higher 
education faces tough competition nowadays, mostly based on the pricing and 
marketing activities of the competitors. The participants of the hierarchical 
levels and of the embedded units identified domestic and international 
competition which acts aggressively with huge marketing spending or on
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pricing. For example, one major domestic competitor, also recruiting students 
worldwide, offers a degree program at a lower price in a shorter period of 
time; however this institution has no accreditation. Economic and social 
factors also have an impact at different levels on for-profit higher education. 
Differences are also given in terms of technological factors and adoption. 
Higher education is nowadays able to predict demand and enrolment in a 
more sophisticated way due to advances in technology. Another aspect of 
technology is online learning with an ever-growing importance in higher 
education, particularly in the United States of America.
When it comes to the pre-conditions a business should fulfil to apply revenue 
management, higher education faces many similar conditions to other service 
providers with some nuances in terms of relatively flexible capacity and 
demand which is demographically driven and not seasonal. Analysing further 
the possible utilisation of the strategic levers and tools of revenue 
management, it can be said that for-profit higher education is capable of 
utilising these to a certain extent.
However, in contrast to other service providers there are two main differences, 
those being the time line and the very special characteristics of higher 
education. The former is significant as the length of time or consumption can 
last up to four years. This has not yet been discussed in detail amongst 
revenue management researchers. The very special nature of higher 
education is given by the fact that students are the raw material and their 
engagement is needed to guarantee the outcome. Another aspect in contrast 
to other service providers is that the outcome, a degree or diploma, is not 
bought but earned, in simple terms it is not possible to buy the achievement. 
Moreover, demand might be seen differently for higher education. Revenue 
management works at its best if demand exceeds supply. Following this logic, 
businesses wait for people who are willing to pay more at a certain stage. 
However, this does not apply fully to higher education. In fact, the niche 
market of hospitality education offers more supply than demand at the 
moment.
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Based on the above findings, any possible application of revenue 
management has to consider these aspects, namely timeline and the 
characteristics of higher education. Revenue management as applied 
traditionally is mainly based on short-term transactions and the timeline is 
quite short in most industries. This momentum might also explain why the 
aspect of timeline is quite under-researched (Berman, 2005). When it comes 
to the characteristics of higher education, there are substantial differences to 
other service industries. Hotels, airlines and car rental to name just few, sell a 
service for direct consumption, do not rely that much on customer involvement 
and their product is of direct value for the customers, in contrast to high 
education. Therefore, it can be argued that a modified type of revenue 
management is needed to suit the specific circumstances of for-profit higher 
education.
6.3. Research Problem, Objectives and Conceptual Framework
The purpose of the study was to investigate higher education in order to 
establish the extent to which revenue management can be applied to for-profit 
education, with particular reference to higher education for hospitality, and 
what implications this has for the management of capacity and pricing.
Out of this, the author developed the research objectives as follows.
- To establish the key characteristics and conditions for revenue 
management,
- To establish the characteristics of for-profit higher education that relate 
to revenue management,
- To examine the extent to which revenue management can be applied 
to for profit-higher education and the implications for the management 
of capacity and pricing.
The first research objective has been achieved by reviewing the key 
conditions and components of revenue management in chapter 2. The study 
has reviewed firstly the existing literature on revenue management, focusing 
on these conditions and components which are grouped as pre-conditions, 
strategic levers/components and RM tools. Secondly, it has investigated a
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variety of revenue management applications in different industries in order to 
analyse the extent to which these industries apply revenue management and 
also to understand if it is revenue management as the industries claim or not. 
Out of this, a typology of revenue management is developed to assist in 
classifying different revenue management applications. It can be argued that 
one can group revenue management applications into three types. The first 
follows the traditional revenue management, applying to industries such as 
hotels, airline and car rental. The second type encompasses non-traditional 
industries which fulfil most conditions and components of revenue 
management but are quite new entrants into the business discipline. The third 
type is allocated to those industries which claim that revenue management is 
applied although just some pre-conditions are given and some components 
and tools are utilised. Furthermore, the literature has informed the author 
about the key themes used for the data analysis. Additionally, the data confirm 
the existence not only of the pre-conditions of revenue management but also 
that for-profit higher education can utilise to a certain extent components and 
tools of revenue management such as demand management.
The second research objective has been achieved by reviewing firstly the 
existing literature on higher education, followed by an analysis of the 
characteristics of higher education, linking them to revenue management 
practice. The first step has been based on a cross-check of conditions 
necessary for revenue management, and of how the conditions are available 
in higher education. Higher education faces similar external business 
conditions, such as competition. Furthermore, higher education shares 
similarities with other services such as pre-conditions of having capacity 
constraints and perishability. Cuthbert argues that higher education is “a 
service since it exhibits all the classical features of services: it is intangible 
and heterogeneous, meets the criterion of inseparability by being produced 
and consumed at the same time, satisfies the perishability criterion and 
assumes the students' participation in the delivery process” (Cuthbert, 1996a 
as cited in Zafiropoulos and Vrana, 2008:34). However, Collis (2002:48) 
argues that “the notions of service, academic freedom, and social 
responsibility alone set it apart from other industries”.
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Indeed, the specific characteristics of higher education, such as the 
experience, students’ active participation in the production process and the 
timeline of education, set it apart from any other services. Moreover, 
purchasing higher education is normally a one-time decision and involves a 
high risk for the buyer. The data gathered confirm that the participants agree 
on the characteristics of higher education, making this service very unique.
Contrasting the hotel industry with for-profit higher education, it can be stated 
that the hotel industry is capable of applying price discrimination at the 
individual level of the customer whereas higher education cannot apply this 
due to possible acceptance problems. Moreover, a major difference in pricing 
is that higher education enrols students now and the revenue generation is 
impacted up to four year from now, whilst the hotel industry rarely has this 
opportunity.
However, this practice model is not without risk, as any decrease in enrolment 
has a negative impact for future revenue planning. In other words, these lost 
revenues can no longer be recovered. Furthermore, the ability of higher 
education to react in a short period of time to fluctuations in demand is 
extremely limited in contrast to the hotel industry. Interestingly, it is now 
common practice at the institution under research to fix the price for a degree 
so that students and, respectively their sponsors, can plan ahead. A similar 
scenario would rarely be found in the hotel industry.
Moreover, higher education, especially higher education for hospitality, has 
more opportunities in stretching its capacity such as an intercampus 
exchange, flexibility in internships (e.g. Jenny, 1963) or just adding more 
students to the classrooms. At its best higher education can open branch 
campuses all over the world, and by designing special programs or offering 
lower price points shifting student demand to those. Of course, this also 
depends on the brand and reputation of the institution, raising the question 
about the extent to which quality education can be transferred to another 
place.
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Based on these aspects, it can be argued that the second research objective 
has been achieved to establish the characteristics of higher education, with 
specific reference to hospitality, that relate to revenue management.
The third research objective has been to examine the extent to which revenue 
management can be applied to for profit-higher education and the implications 
for the management of capacity and pricing. Interviewing not only individuals 
from different hierarchical levels of a for-profit higher education provider, but 
also gaining the views of the management of the different embedded units has 
helped to explore the possible application of revenue management. Out of the 
data analysis it became clear that higher education is special in that any 
traditional application of revenue management would not be feasible. To 
highlight just one aspect, pricing specifically for early birds or late bookers at 
premium prices would not work due to the fact that prospective students could 
defer their studies or just switch to competitors.
Due to the uniqueness of education, the traditional model of revenue 
management such as applied in airlines and hotels does not fit. Although 
education is a service with similar features such as, for example, intangibility, 
it is unique in terms of the learning experience and the students’ involvement 
in the education process. Hence, a more relaxed or modified model (refer to 
table 8) might be better suited. Supporting this, Cleophas and Frank (2011:27) 
argue that “RM does, after all, maximise revenue in many cases -  but not in 
all cases, and not regardless of other indicators”. Indeed, Rebbapragada, 
Basu and Semple (2010:131) suggest to “use revenue management 
techniques to select the best applicant”. Following this argument, the purpose 
of revenue management would shift to a selection process in higher education 
rather than to maximise revenues, which would help the institution to maintain 
their claim of quality education.
Another more promising direction of revenue management is discussed by 
Hillman (2010:10) by arguing that “financial aid is a necessary revenue 
management tool”. Reviewing the data analysis, the findings support this 
approach that for-profit higher education should focus on new pricing models
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such as tuition discounting or creating different price points by a branch 
campus strategy. However, optimising capacity utilisation is also on the 
agenda. Therefore, revenue management practice may assist in the 
management of pricing and capacity. For example, the improved use of 
scholarships may assist in developing better pricing models as well to utilise 
capacity in an optimised way.
This leads to the question of implications for the management of pricing and 
capacity in for-profit higher education. Regarding capacity utilisation, for-profit 
higher education has a range of means to utilise its capacity as outlined in the 
previous chapter. Interestingly, the data analysis reveals that many ideas 
have not yet been put in practice despite the pressure from market forces and 
that internal aspects may also request optimised capacity utilisation. However, 
it is worth mentioning that some respondents, mostly from academic 
management warned against any implication of optimising capacity utilisation.
To a lesser extent pricing can be optimised as not only regulations, e.g. 
accreditation, may prevent any substantial changes in the pricing strategy, but 
also the characteristics of higher education as outlined, mean that price 
changes are likely to be limited. So, one recommendation is to put more 
emphasis on capacity utilisation than on pricing. Interestingly, new product 
developments such as geo-bundling have not only the benefits of pricing 
differently to different markets and people, but also assist in a better utilisation 
of capacity.
Two questions arise by analysing a possible revenue management application 
to for-profit higher education. The first question is whether for-profit higher 
education needs revenue management? Interestingly, Dickeson (2003:1) 
argues “colleges and universities operate at the confluence of multiple 
pressures. The press to accomplish four objectives simultaneously -  increase 
revenue, reduce expenses, improve quality, enhance reputation -  leads 
institutions to attempt an array of proven and unproven management 
techniques and approaches”. Following this argument, it might be worth 
arguing in favour of an application of revenue management, especially taking
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into consideration the objectives mentioned. Indeed, revenue management 
may assist in achieving increased revenues including a kind of cost 
management, and improvement of quality by focusing on tuition discounting 
with scholarships.
The second question asks whether it is revenue management or a relaxed 
form of this business practice which for-profit higher education can apply. 
Therefore, following the typology (see table 8) developed, the first question 
arises whether this application would be in line with the definition of revenue 
management as defined by Cross (1997:33) as being “the application of 
disciplined tactics that predict consumer behaviour at the micro-market level 
and that optimize product availability and price to maximise revenue growth”? 
In fact for-profit higher education applies sophisticated techniques to predict 
consumer behaviour and is capable to a certain extent of optimising product 
availability and pricing. The next step is to analyse the existence of pre­
conditions of revenue management which has been done in the literature 
review and it can be argued that most conditions are given.
Furthermore, one has to investigate to what extent the institution can utilise 
the components and tools of revenue management. The analysis of data 
shows that a kind of price discrimination is possible, such as for example 
working with different price points. When it comes to capacity management, 
the institution can manage its capacity by controlling uncertainty of arrival 
such as charging admissions fees and even controlling duration by academic 
regulations. Furthermore, the institution can and does apply overbooking and 
forecasting, has the ability to segment markets, and can utilise target pricing 
to a certain extent such as discounting various segments (children of hoteliers 
receive discounts). Therefore, it looks like for-profit higher education can apply 
a type of revenue management. However, there are some constraints. Most 
important the characteristics and the nature of higher education would not 
allow for an application of revenue management as currently practiced by 
many industries, on the grounds of fairness and quality. Moreover, the 
timeline up to four years makes an application difficult. In conclusion, for-profit 
higher education may borrow some components and tools of revenue
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management but could not practice this business discipline to the fullest 
extent although the institution under research is profit-oriented based on a 
strong growth strategy. Therefore, the focus should be less on the revenue 
maximisation and more on optimisation processes of the management of 
capacity and pricing. Supporting this, Cleophas and Frank (2011:28) argue 
that “optimisation plays a considerable role in the process of RM”.
Interestingly, the findings of the examination of the different brands of the 
institution indicate that revenue management might possibly be practised in 
tougher market conditions.
To conclude, Watanabe et al. (2010:250) state that a “general approach to 
analyse and develop revenue models of service has not been thoroughly 
discussed”. Therefore, the authors conclude that “it is difficult to perform 
revenue management of new services or apply existing knowledge on the 
revenue management of a certain service to another”.
The author also suggests naming any application of revenue management 
differently to avoid misperceptions from the stakeholders’ perspective. This 
might hold especially true in higher education where stakeholders might not 
like the idea of revenue management for such a unique product of education. 
Thus, the author acknowledges that there might be oppositional views 
whether the proposed application of revenue management for for-profit higher 
education should be called revenue management or not.
In order to answer the research question, the author has developed a 
conceptual framework (see figure 1) which needs some reflection as part of 
the research process and to highlight whether the findings are in line with the 
framework. The conceptual framework outlined firstly the key characteristics 
of revenue management, such as for example pre-conditions, components 
and tools, and then, the characteristics of higher education. The author argues 
that an application of revenue management should be considered in terms of 
the pre-conditions fulfilled and components and tools of revenue management 
utilised, and its classification within the typology developed. As the data
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analysis demonstrates, for-profit higher education may borrow components of 
revenue management to optimise capacity utilisation and pricing models by 
focusing on scholarships for example. Therefore, the author of this thesis 
argues that in general any application of revenue management to for-profit 
higher education should be based more on optimisation, namely regarding the 
management of capacity and pricing, and less to maximise revenue as the 
traditional revenue management applications ask for.
Based on the data analysis and discussion, the conceptual framework has 
been reviewed to the extent that it is based on a modified revenue 
management type as classified in type In fact, for-profit hospitality 
education fulfils the requested pre-conditions of revenue management, and 
both strategic levers/components of revenue management and tools can be 
utilised. For example, the institution can utilise pricing in form of tuition fee 
discounting, respective scholarships. Supporting this, Doti (2004:363) argues 
that “private colleges and universities are price discriminators. That is, they 
use tuition rates and grants as pricing tools to achieve certain quantitative and 
qualitative objectives”.
Regarding any classification of revenue management, Dana (2008:399) 
argues that the applications vary in many industries due to the ease of 
capacity adjustments, differences in market segmentation, cost structure and 
so on and therefore “many revenue management problems do not fit the basic 
framework”. This supports the classification of higher education into type 'D '.
Figure 2, Modified Conceptual Framework
Revenue Characteristics of Applicability of revenue
management, higher education, management to for-profit
and its key especially for-profit hospitality education is
characteristics, and i = > hospitality education, partially given;
based on typology and its relevance to focus should be on
developed, and revenue management, optimisation of capacity and
key themes, informed developed in typology, pricing;
by literature and key themes 
informed by literature
the characteristics of the 
product must be considered 
in terms of managing pricing 
and capacity and the 
implications of this practice 
on the educational service
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(Source: developed for this research)
The conceptual framework specifies the conditions under which revenue 
management should be applied whilst customised to the characteristics of for- 
profit higher education. Most important is to consider the characteristics of 
higher education, bearing in mind the implication on any kind of revenue 
management application, especially when it comes to changes in pricing and 
capacity utilisation. Therefore, the focus of applying the revenue management 
component of pricing is to utilise tuition discounting to react to the changes in 
the socio-economic landscape and competition too. Clearly, incorporating this 
tool may also assist in an optimisation process with respect to capacity 
utilisation. Nonetheless, any major change in pricing might affect, for example, 
not only the value of the degree but also the experience as such.
Hence, a balance is needed to manage pricing and capacity optimally. Some 
considerations have to be discussed. Students have expectations regarding 
education and this need to be taken into account (e.g. Ng and Forbes, 2008). 
Similarly, other stakeholders such as sponsors and the industry link the 
success of education to the outcome, in terms of the degree and the extent to 
which students have gained sufficient vocational and academic experience. 
Moreover, faculty at the forefront of delivering education has to be considered 
as an important factor impacting any management of pricing and capacity.
The situation related to hospitality education are also briefly summarised in 
the concluding section 6.4.
6.4. Implications for For-profit Higher Education
By analysing the data of the qualitative research based on single case study 
design, which does not allow for generalisation, the author notes that first and 
foremost many responses from different hierarchical levels of the institution 
and from the embedded units indicate the acknowledgment of changes 
needed in the areas of pricing and capacity management. Whether to call it
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revenue management or use other terminology, changes are needed to reflect 
the changing landscape for higher education. Improving capacity utilisation is 
at the forefront. Some responses from branch management already indicated 
the need to focus at this stage on capacity utilisation plans. Flexibility and a 
stretch in capacity can be achieved at the branch level for example by shifting 
teaching hours to evenings and weekends, the multi-purpose usage of space, 
and offering new programs to fill unused space in periods of lower demand. At 
the corporate level product developments such as geo-bundling may support 
capacity utilisation as well as the partial implementation of online learning. 
Moreover, widening target markets, in this case by focusing on the local 
markets or adult learning may not only enhance revenues but also help to 
optimise the capacity utilisation. Clearly, the focus on capacity utilisation is 
aligned with revenue maximisation. New programs, intercampus exchange 
and focusing on new target markets may enable the identification of new 
revenue opportunities.
However, any possible application of revenue management practice must be 
aligned with aspects of quality and the academic experience. For example, 
any capacity utilisation such as shifting the teaching load to evenings and 
weekends should be discussed with the stakeholders in advance and agreed 
upon. When it comes to pricing, the situation is a bit more complex. For-profit 
higher education cannot just follow the hotel industry, by adapting dynamic 
pricing or pricing to the individual's willingness-to-pay. However, pricing 
different programs to different markets is one tool, apart from pricing via 
scholarships and other grants. In fact, for-profit higher education has faced 
phases of growth and steady demand and is now in the situation of flattening 
demand. Hence, new models and ways of generating revenues and using 
resources, such as for example focusing on adult learners and executive 
education are needed. The recommendations brought up by this study may 
support the institution to manage its pricing and capacity in an optimised way, 
thus, impacting the bottom line.
Therefore, this research could help for-profit higher education organisations to 
understand the opportunities and barriers of revenue management in terms of
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pricing and capacity utilisation. Moreover, the institution under research may 
have gained an insight into possible implications of revenue management in 
terms of this specific industry setting. Additionally, the findings from the 
embedded units may give corporate management valuable insight and ideas 
of how to improve the management of pricing and capacity at the divisional 
and brand level. By considering the current situation it became clear that there 
is room for improvement if the brands/embedded units collaborate more than 
up to now, for example in terms of student transfers to smooth demand across 
the brands. Obviously, student interests have to be taken into account, thus, 
designated programs encouraging students to transfer within their studies can 
help in this type of demand management.
Indeed, by analysing the data specifically from the embedded units it comes 
as a surprise that the brands/embedded units are operating quite 
independently, although facing quite tough challenges such as competition, 
pricing and capacity utilisation. Being part of the hospitality division of an 
international multi-site company, the author would think that this should 
enable the brands/embedded units to have a competitive advantage in the 
market, not to forget, learning from each other. Therefore, two aspects are 
worth mentioning; one is that it seems that no strategy is in place to gain 
synergy affects such as in program development or capacity utilisation by for 
example, student transfers. Each brand/embedded unit has own interests and 
protects these. Looking at the example of 'Geo-bundling', developed at the 
corporate level to leverage price points and also to enrich students experience 
by transfer opportunities, the brands/embedded units object to this product 
development. Their concerns are mainly that this might impact their student 
numbers and create operational issues such as difficulties in forecasting. So 
sound advice might be to strengthen the information and communication 
between corporate management and brands/embedded units in order to see 
the whole instead of only the pieces.
The second point worth mentioning is that by facing such tough competition 
which is mainly based on pricing, it might be an opportunity to put more 
emphasis on branding across the division based on the premium approach of
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the institution. At the moment prospective students are informed about each 
brand on its own. However, it has to be mentioned that the shared services 
promote all five different brands although the umbrella brand is only 
mentioned in small letters. Furthermore, the network of agents follow a top- 
down approach by selling the most expensive program first, benefiting some 
brands at the expense of others.
The hospitality division with its five brands has the opportunity to reach out to 
given and new target markets offering a wide variety of hospitality programs 
from premium to affordable at different price points. At this stage no other 
competitor has the size, thus, it might be worth considering more coherence 
and consistency in their branding strategy to reflect better on market forces, 
supporting their pricing approach and not to lose students to the competition.
Turning to the aspect of communication, having analysed the interviews 
based on hierarchical levels and embedded units it became clear that the 
participants do not always look at the interest of the institution but defend their 
valuable interests such as academic management. However, in order to 
achieve growth and keep a competitive advantage it is advisable for the 
institution to put more focus on communication, which of course, should be 
designed as two-sided, based on communication and listening. The 
participants of different hierarchical levels brought up some interesting ideas 
of how to improve the management of pricing and capacity but also raised 
concerns which have to be considered.
Another aspect to consider is that the institution provides hospitality 
management education as a special form of higher education. As outlined in 
chapter 3, hospitality education differs in a number of ways from other forms 
of higher education. For example it combines vocational training (with 
additional investments in training facilities) with academic learning, is more 
international and student internships are quite often compulsory (e.g. Brookes 
and Becket, 2010) plus living accomodation often has to be made available as 
part of the program. Such student residential aspects may make capacity 
issues rather more powerful.
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Hence, it can be argued that these aspects may enable a possible application 
of revenue management in contrast to other forms of higher education, not 
having to deal with these specific aspects. Nonetheless, higher education 
shares similarities with hospitality education such as having “certain values 
and aims which are intrinsic to educational processes” (Barnett, 1997:7). 
Furthermore, the profit-orientation of the institution under research is another 
factor which has to be taken into account.
6.5. Contribution to Theory
There is a rich literature on revenue management; however, only a few 
studies focus on service-sector adaptations. Hence, one contribution to theory 
is the research regarding an application of revenue management in a new 
industry setting which is unique and differs from other service industries such 
as the traditional revenue management applications in the airline and hotel 
industries. Higher education in general and hospitality education in particular 
are different from other services, but faces similar challenges so it is worth 
studying a possible application of revenue management.
Moreover, the author argues that a contribution has been achieved by linking 
the characteristics of for-profit higher education to new perspectives on 
managing pricing and capacity in higher education. Reviewing the existing 
literature on pricing in higher education, much focus is on non-profit higher 
education and tuition discounting (e.g. Greenaway and Haynes, 2003). Only 
two studies to date have been conducted so far on the application of revenue 
management practice in higher education (Hillman, 2010; Rebbapragada, 
Basu and Semple, 2010); however, both with a focus on non-profit higher 
education. Therefore, this research adds knowledge by focusing on for-profit 
higher education.
Additionally, the author claims that this is the first kind of study, asking 
different hierarchical levels of the management of a for-profit education 
provider for their view on the academic product and subsequently the 
business processes such as market strategies requested.
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Furthermore, the author has developed a typology on revenue management 
which may assist in a better understanding of revenue management based on 
the pre-conditions, components and tools of revenue management applied, 
respectively utilised. Therefore, this typology of revenue management also 
assists in classifying industries in a typology of complete, partial or very loose 
application of revenue management. Put simply, many industries claim to 
apply revenue management; however, in many cases these industries just 
borrow certain components of revenue management practice. This typology 
helps to clarify if it is revenue management as they claim or not.
6.6. Research Limitations
The first limitation might be based on the sampling process. A wider range of 
stakeholders such as students, faculty and industry might have provided fuller 
better insight; however, even though the author considered this aspect, it 
would have been too big for a study of this kind. A further limitation relates to 
the limited access to the company’s information. The company is not listed on 
the stock market and much of the information is not publicly available.
Bowen (2005:218) argues that “a major threat to trustworthiness could be 
respondents’ bias”, meaning that “respondents may say what they think the 
researcher wants to hear and paint positive pictures of situations that are not 
altogether positive”. The author has endeavoured to overcome this by 
ensuring participants’ anonymity and sending the interview draft beforehand 
so that respondents could decline their participation in the study.
Furthermore, Yin (2003) states that case study design can rarely be used for 
generalisation. Indeed, the single case study design used does not allow for 
generalisation but is thought to be of use for the institution itself.
Finally, another limitation could be seen as basing the fieldwork on just one 
organisation although in this case conducting the fieldwork in five separate 
embedded units has added to the diversity of the responses.
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6.7. Further Research
This thesis has focused on investigating the possibility of applying revenue 
management in for-profit higher education organisations by interviewing a 
variety of management from corporate, branch to academic management on 
their opinions and views. However, a single case study design does not permit 
generalisation, hence another research design would benefit further research 
such as a quantitative survey-based study, with management from different 
organisational levels of for-profit higher education institutions. This need not 
be restricted to hospitality education but could be expanded to other 
educational areas.
Having identified issues on the management of pricing and capacity in for- 
profit hospitality education, which may lead to an application of revenue 
management to for-profit higher education, a further study could focus then 
onto exploring pricing mechanisms linked to revenue management practice. 
Whilst some respondents from corporate and branch management indicated 
working with different price points, it is worth considering to what extent 
“colleges can exploit students ‘willingness to pay in order to extract their 
consumer surplus” (Hillman, 2010:11). Put simply, to what extent for-profit 
institutions can identify willingness-to-pay and then price up to student's 
individual level. Indeed, Coleman and Vedder (2008:26) argue that “because 
of the abundance of information condensed into market prices, for-profits can 
maximise the allocation of their resources simply looking at what students are 
willing to pay and how much it costs to provide their service, and then trying to 
maximise their bottom line accordingly”.
At this stage the research has focused on the application of revenue 
management whereas it is worth going a step ahead and researching on the 
implementation process of revenue management. Kimes and Singh (2009) 
have outlined the process, inter alia based on factors such as the creation of a 
yield culture and the commitment of top management.
Furthermore, it is recommended to focus on the conceptual framework in 
order to test it and to explore its barriers by putting it into practice.
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The issue of implications and acceptance amongst different stakeholders 
could be explored in order to gain the bigger picture of the application of 
revenue management. This research could be conducted with a mixed 
method approach in order to gain rich qualitative data from a variety of 
different stakeholders and also empirical evidence in the form of quantitative 
data related to perceptions of acceptance and fairness for example. Moreover, 
a longitudinal study would also help to identify opportunities and obstacles of 
the proposed application of revenue management.
6.8. Conclusion
This chapter has summarized the main findings and the significance of the 
research project as well as the limitations. Moreover, it has highlighted 
avenues for future research. It is argued that for-profit higher education is 
forced to undergo changes to reflect changing market conditions. Competition, 
technology, economic and demographic changes will have an impact, not 
forgetting students' expectations. As with other businesses, for-profit higher 
education has to manage its pricing and capacity most effectively in order to 
ensure economic sustainability for the future. Revenue management in a 
modified form by focusing on optimising pricing and capacity utilisation may 
support this process. Further research has to find out to what extent 
stakeholders involved in for-profit higher education may accept changes as 
proposed. The author is convinced that this study contributes to knowledge 
and has brought up some new insight in a changing education landscape.
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Chapter 7 Reflective Journal
Part of the doctoral studies programme is a reflection on the learning process 
and the experience as such. Four years ago, the beginning of a long doctoral 
journey started and it is now coming to an end; therefore it is time to reflect on 
the road travelled. In terms of personal development I have to say that first 
and foremost I have enjoyed the challenge of post-graduate education. It has 
been an intellectual learning process which gave me more insight, knowledge 
and skills and also shaped my personality in terms of critical thinking. In terms 
of professional development, a learning process combined with academic 
research benefited my professional development as a lecturer in higher 
education. Apart from this, it has been an enriching experience to see the 
evolution of the study process, from a very vague idea about combining 
revenue management and higher education to structuring the research 
process and getting a very comprehensive idea of how to undertake research 
with academic rigour.
My main motivation in undertaking doctoral studies was to progress as an 
academic in terms of research capability and critical thinking and become an 
expert in the subject of interest. Secondly, another motivational aspect was to 
achieve a higher academic level, not only because it is a requirement in 
higher education but also because it leads to increased opportunities in the 
field of academia. Working as a lecturer in higher education in hospitality for 
more than ten years, it became apparent that personal and professional 
development is a minimum requirement and learning is seen as a continuous 
process. Having studied for a Research Masters in marketing some years 
ago, I already recognized, at that time, my interest in academic research. 
Moreover, I am very interested in the subject of revenue management, 
especially in potential developments in this area. I have been a lecturer in this 
subject to undergraduate and graduate students for a numbers of years. In 
fact, it is interesting to note that revenue management is an evolving 
discipline, with a growing importance for more and more industries, such as 
logistics, health care and other service providers.
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Another motivation for doing a doctorate study was based on my family 
background. My father retired recently as a professor and I would like to follow 
in his footsteps.
The objectives for the doctoral study have been two-fold; one was to 
contribute to existing theory by researching revenue management in a new 
industry setting, in this thesis on for-profit higher education. The second 
objective was to investigate revenue management if revenue management 
practices and ideas are applicable to for-profit higher education. This industry 
went through drastic times of changes, especially in terms of enrolment, 
marketing, financing, pricing and the utilisation of resources. Moreover, it 
seems that universities have to review their existing ‘business model’ towards 
a more student-centred approach.
The first year started with a number of research seminars for our DBA cohort 
which gave us the opportunity to shape our critical skills, gaining learning 
experience in developing research skills. Moreover, these seminars allowed 
the group to exchange ideas and experiences. And, of course, each seminar 
helped to strengthen team work capabilities and as a result of the seminars I 
gained long-lasting friendships.
Based on the research seminars, I was able to review my initial research 
proposal and ideas and make the necessary adjustments in order to achieve 
the research objectives. Overall it was the perfect opportunity to gain new 
knowledge and experience in research techniques and methods and to recap 
existing knowledge of such. At work, I recognized that the new knowledge 
gained facilitated an improved supervision level of undergraduate and 
graduate students’ dissertations, especially in terms of preparation of the 
methodology sections within their theses.
During the second year I spent most of my time on the literature review by 
critically reviewing and analysing the existing academic research in the areas 
of revenue management and higher education. One of the challenges of 
reviewing the literature was to identify and select relevant literature, because
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of the novelty of the research, and then to extract the core elements and 
components of the secondary research. Moreover, the critical review of the 
existing literature enabled me to look at different perspectives on the subject 
of interest and I developed a clear line of reasoning for my research. 
Furthermore, I gained knowledge in the field which I was then to impart to my 
students at the undergraduate and graduate level. In line with this I also 
peered with colleagues to start research projects on revenue management 
and shared my knowledge on the subject and research skills.
The third year was dedicated to developing the research methodology and to 
preparing the research survey instrument. Moreover, it was of importance to 
identify the sample population and to approach them in terms of consent and 
availability. Afterwards, the interview process started, which was a challenge 
on its own, to contact the participants and to organize suitable interview times 
with them. Based on a case study design, the research process was 
structured in advance and documented in a case study protocol. For example, 
within the interview process I already started to take notes and started an 
initial data analysis. After completion of the third year of my doctoral studies I 
could realize that my teaching and research skills had developed to the extent 
that my level of critical thinking was enhanced.
The fourth and last year was used to report the findings, to analyse the rich 
qualitative data collected and to discuss the findings in light of the existing 
research but also to extract new insight. One of the major challenges in the 
final step was to analyse and interpret the qualitative data, taking into account 
that I was a novice researcher in this area at that time. Finally, I faced the 
completion of the thesis by compiling all different chapters in a structured and 
logical order. Being close to completion of my doctoral studies I realize that 
my research capabilities and expertise in the field of studies on revenue 
management are further developed and enhanced.
Meeting my supervisors on a regular basis ensured that I was on the right 
track and kept me focused on the research direction. Moreover, due to their 
support, I felt more motivated and encouraged to pursue my doctoral studies.
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Parallel to my doctoral studies, I conducted further research on revenue 
management. The research that I have conducted also enabled me to write 
conference papers and attend conferences to present my findings. Thanks to 
my doctoral studies, especially the research workshops in the second and 
third year, I felt more confident to conduct research and speak at conferences. 
Moreover, I shared my research interest and conference experience with my 
colleagues from the research council of our university, amongst others. I have 
also had the privilege of being regularly invited as a guest lecturer in this field 
at other universities.
In terms of personal development, the doctoral studies have also been a 
challenge in organising my time to carry out my profession as a lecturer and 
programme manager for the Bachelor’s Degree programme and to undertake 
research. Additionally, it was often a challenge to allocate some spare time to 
my wife and friends. I therefore became very skilled in the art of time 
management and self-discipline.
Relating the doctoral study to professional development, or to be more precise 
the academic aspect, I have to admit that I found even more benefits in it. 
Working as a lecturer at a private university for hospitality education, I am not 
only teaching undergraduate and graduate students subjects such as revenue 
management and marketing-related areas, but also supervising MBA and 
BBA students with their dissertations. Therefore, the benefits can be easily 
observed.
Stress was a constant throughout the period of studies and I have to admit 
that conflicting deadlines for assignments and my managerial duties added to 
the pressure. However, being achievement-oriented I managed to see the 
larger picture and prioritize my work. One of the greatest challenges was to 
ensure a sense of continuity in my research and writing as this was completed 
whilst working fulltime as lecturer. Secondary research also presented a 
challenge as access to libraries and databases was limited due to my 
geographical location and thus, had to be done sporadically.
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Considering any possible outcomes of my doctoral studies I know that I have 
developed improved communication skills, be it written, due to the high level 
of writing for the doctoral thesis or verbal, due to conference presentations 
and exchange of ideas with other researchers, colleagues and peers. 
Moreover, being a scholar in the field of revenue management and conducting 
research has strengthened my position within the organisation and is 
beneficial to the development of the subject and its delivery, not to mention 
towards dissertation supervision for students. All this contributes to greater 
employability as a lecturer in a university environment.
Another positive outcome can be observed as I am now regularly invited as a 
speaker for industry conferences on pricing and revenue management to talk 
about new developments in revenue management. Moreover, I am involved in 
applied research projects on revenue management, such as application of 
total revenue management for international hotel chains.
Having almost completed the thesis, my research is still far from finished, as I 
am intending to go ahead with further research on a possible application of 
revenue management in this chosen industry, however this time with a focus 
on different stakeholders’ perspectives. Therefore, the doctoral studies have 
been of importance for me in stimulating this research interest and awareness 
of under-researched areas. Having experienced this intense research process 
of my doctoral studies, I feel that I have significantly improved my ability to 
identify research avenues and to focus on these. Moreover, I realize that I am 
now capable of making informed decisions and recommendations based on 
given research.
Overall, the programme has been challenging but also beneficial for my 
academic career and my professional development as described in the 
previous paragraphs. To sum up, by having conducted the doctoral studies it 
helped me to develop in both ways, personally and professionally. I gained 
knowledge in the fields of academic research, especially in qualitative 
research and the areas of higher education and revenue management. The 
doctoral studies also helped me to develop critical skills and question given
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information which before I would accept. Moreover, I gained personal 
confidence in knowing what I can achieve and manage. For this reason I am 
glad to have undergone the doctoral programme and the learning experience 
even though I am aware that learning is a continuous and never-ending 
process.
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Appendix A: Draft of semi-structured interview
Appendix A
Semi-structured interview 
on the application of Revenue Management 
in Higher Education
The purpose of this research is to investigate the application of Revenue Management in Higher 
Education and its opportunities and banters in the context of a case study of a Higher Education 
organization.
Revenue Management can be defined as “predicting and managing demand-based! consumer 
behaviour for capacity-constrained industries via integrated pricing and inventory allocation 
strategies and the use of information systems in order to maximise profits"
Therefore, the aims and objectives of this study are to identify the conditions necessary for the 
application of Revenue Management.
Please find attached a confidentiality agreement which we would like you to kindly sign to 
ensure your anonymity,
Pempgraphics
Questionl.
What is your position in the company?
Question 2
How long have you been working for the company?
Question 3.
Have you always worked in education?
Question 4.
What is your highest academic qualification?
MmMtfsa.
Question 5.
What is it that you are selling?
Question 6.
What are your target markets?
Question 7.
What are you doing to attract them?
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Question 8.
What are you doing to attract prospective during low periods of demand? (internal: is 
there anything special planned to attract these prospective?)
Question 9.
How do you handle student processes (recruitment, enrolment, admissions etc)?
(interna!: how is your organisational structure to dea! with these procedures?)
Question 10.
In terms of your schools' capacity, how do you determine it? (internal: by physical 
infrastructure such as classrooms, and/or by human factors, such as teachers or class size, or both?
Question 11.
What targets do you 
Question 12.
How do you describe your competitive environment? (internal: does this competition impact on 
your pricing decision, if so, how?)
BevenueJ^anmment
Question 13.
Are you familiar with Revenue Management?
Question 14.
How do you manage your demand?
Question 15.
Do you monitor and analyse the total number of applications?
Question 16.
Do you investigate why applicants who are offered a place do not choose to study 
here? (Internal: how do you react on those?)
Question 17.
Are you aware of overbooking?
Question 18.
How do you implement any overbooking?
Question 19.
What do you do with your excess applications?
Question 20.
How do you know if you are doing well financially?
Question 21.
How do you measure a good year?
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Appendix B: Ethical issues Report
1 8 # i l2 0 l3
Dear Detlev
Applying a Theoretical Model of Revenue Management in For-Profit 
Education Organisations (ECZFBEL/2013/0004)
■Thank you for your application for approval. 1 am happy to give this a favourable 
opinion, as long as anonymity is rigorously maintained for those taking part. 
Otherwise, the questioning appears to be straightforward and uncontroversial. The 
consent form that you have produced is not in the form usually used. I have attached 
the proforma that we apply, which would need to be modified to reflect your study. I 
would like to see this used, possibly in addition to the version you have, which 
appears to be serving a different purpose.
Date of confirmation of ethical opinion: 18 April 2013.
Please ensure that a copy of this letter is included in your thesis, along with the 
original form identifying a need to seek ethical approval,
This opinion is given on the understanding that you will comply with the University’s 
Ethical Guidelines for Teaching and Research.
Please note that this applies to the protocol as provided. Die Committee should be 
notified of any amendments to the protocol, any adverse reactions suffered by 
research participants, and if the study is terminated earlier than expected, with 
reasons.
Yours sincerely,
Anita Eves (Dr)
Chair PEED Ethics’ Committee
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Detiev Remy, Wachsbteicbc 7, D-53111Bonn, Germany
Advisory Committee on Ethics 
Academic Registry Senate House Offices
UNIVERSITY OF SURREY 
GUILDFORD, SURREY 
GU27XH, England
Unsafe Zelte^Unsero Nachdcht yarn
April 8 * 2013
DBA Student N. 6121458, Ethical Approval for Research
Dear Sir/Madam,
Herewith I am asking for consideration and a favourable ethical opinion for my data 
collection via interviews on management in my workplace.
My research focusses on the possible application of revenue management for for- 
profit higher education in order to find out what would be the best way for private 
higher education organisations to manage capacity and pricing optimally.
The unit of analysis is # # # whi ch I work as a lecturer. 
The company allows me to conduct research and to use the company as unit of 
analysis. The research instrument is that of semi-structured interviews, and I will 
interview up to 20 managers from top, middle and academic management. All 
interviewees will be assured confidentiality and anonymity. My supervisors are
Kind regards
Appendices:
Protocol cover sheet 
Participant Information sheet 
Summary of the project 
Consent form 
Copy of standard letter 
Copy of questionnaire
Detlev Remy, Wachsblcicho 7, D-53111 Bonn 
B  (0049) 0172-872 1664; ® (0049) 0228-965 3083
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UNIVERSITY OF
Submission for the Ethîcai Review of a Study 
Protocol Cover Sheet
Name of Ethics Committee reviewing Protocol: 
Faculty of Business, Economics and Law
Title of project:
Names of Principal Investigator pr PhD Qualifications Department/Institution
Supervisor 
Prof. David Airey
Names of Co-investigators 
Prof. Peter Jones
3) Signature of Supervisor (where appropriate) to indicate that (s)he has read and approved the protocol submission 
prior to its submission to thé University Ethics Committee:
4) Details of Other Collaborators:
6) Who Is acting as sponsor for this research? N/A
6) is this research funded? Delete as applicable: No 
Is the funding source external to the University? Delete as applicable: No 
I f  yes to the above, who is funding this research? Please give details beiow.
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7) Details of payments to Investigators, Departments, Schools or institutions. Investigators who receive payment as 
part of an annual consultancy fee should advise the Committee of the situation:
8) Where will the project be carried out? (e.g. University, hospital, etc.):
9) Sotirce of the participants to be studied:
Management level of company
10) Estimated number of participants:
Approx 20
11) Details of payments to participants:
No payment
12) Investigators are asked to note that research proposals Involving the following must be submitted to an NHS
Research Ethics Committee for ethical review. Please indicate which of the categories below, if any, applies
to your research, and provide details of your NHS REC application. The Ethics Committee will not consider 
research proposals which meet any of these criteria until a favourable ethical opinion from the NHS REC has 
been obtained,
: a. patients and users of the NHS. This Includes all potential research participants recruited by virtue of
the patient or user's pastor present treatment by, or use of, the NHS. It Includes NHS patients treated 
under contract with private sector Institutions.
b. individuals identified as potential research participants because of their status as relatives or carers of 
patients and users of the NHS, as defined above.
c. access to data, organs or other bodily material of past and present NHS patients.
d. fetal material and IVF involving NHS patients.
e. the recently dead in NHS premises.
f. the use of, or potential access to, NHS premises or facilities.
g. health-related research projects using prisoners,
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13) Has a risk assessment been carried out in respect of this research, either for potential participants or the 
researchers? If yes, please attach a summary document of the Issues considered. If no, please explain why It 
has not been done.
N/A
14) What are the potential adverse effects, risks or hazdfBs 'for (a) research participants? (b) researchers?
No risks involved, anonymity and confidentiality guaranteed
15) What are the potential benefits for research participants?
Potential advice howto optimize pricing models
16) Please provide details of arrangements for the collection, retention, use and disposal of research data:
Interviews will be carried out in the company itself, data will stored separately and at a secure place, 
after having finished the DBA studies data will be destroyed
17) Has a Criminal Records Bureau (CRB) check been carried out In relation to this research? (This will be 
required for research activity which will bring staff and/or students into contact with children or vulnerable 
adults), if yes, please attach copies of the relevant documentation.
N/A
18) For Drugs Trials
a. Please state Phase:
b. If a new drug, does it have a Clinical Trials Exemption Certificate or Product Licence Number ?
1 6. If a new drug, give details of toxic/side effects so far reported:
d. In addition to the recorded toxic/side effects, state any potential risks to the subjects and the
precautions taken to deal with the situation:
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19) Checklist of Accompanying Documents (Please tick the appropriate boxes)
Please ensure that, where appropriate, the following documents are submitted along with your application:
I A summary of the project, (approximately 500 words), including Its principal alms and objectives ;
this should provide a clear description of who is doing what, to whom, to how many, where, when
and why in non-technlcal, lay terms
II The detailed protocol for the project
III Evidence of agreement of other collaborators
lv Copy of the Information Sheet for participants (on letterhead)
v Copy of the Consent Form (on letterhead) X
VI Copy of questionnaire/interview Schedule X
VII Copies of standard letters related to the project (on letterhead) X
VIII Copy of risk assessment 
Ix Protocol Submission Proforma: Insurance
x Confirmation that CRB (Criminal Records Bureau) checks have been carried out-this will be 
required If there Is contact with children and vulnerable adults for significant periods of time
xl Evidence o f insurance cover/indemnity, particularly for drugs trials (Please refer to the insurance
Guidelines)
XII Copy of draft email recruitment advert/poster (remember to Include statement confirming favourable 
ethical opinion)
Xiii Copy of the Clinical Trials Exemption Certificate or Product Licence Number
Xllil Information concerning any other Ethical Committee to which an application for ethical opinion is 
being made
20) Names and signatures of all Investigators:
21) Date of Application:
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UNIVERSITY OF
Participant Information Sheet (2012-05-01, version 1) 
Applying a Theoretical Model of Revenue Management in For-Profit 
Education Organisations
Introduction
Working since 6  years f o ^ ^ ^ ^ g a s  lecturer and program manager, 1 am 
currently studying for a d ^ m m e a ttn e  University of Surrey, with the objective 
to investigate the possibility of applying revenue management practice to for- 
profit higher education organisations.
Thus, I would like to invite you to take part in this research project. Before you 
decide you need to understand why the research is being done and what it 
will involve for you. Please take the time to read the following information 
carefully. Talk to others about the study if you wish.
What is the purpose of the study?
This study seeks to investigate the possibility to apply revenue management 
practice to higher education, especially hospitality education. By applying a
larch 3rd 2010.
Why have I been invited to take part in the study?
Because you are member of the management team, and therefore involved in 
the decision making processes.
Do I have to take part?
No, you do not have to participate.
You can withdraw at any time without giving a reason. If your participation is 
ended, this is taken as withdrawal and data submitted so far will not be used.
What will happen to me if I take part?
You will be asked for an interview with an approximately length of 30 to 40  
minutes at any time suiting you, either in our head quarter or in our school in 
one of the private meeting rooms. A copy of the results will be offered to you 
after the study is finished..
What will I have to do?
If you would like to take part please have a look at the interview draft and the 
consent form which needs to be signed.
What are the possible disadvantages or risks of taking part?
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Summary of project
Applying a Theoretical Model of Revenue Management in For-Profit Education 
Organisations
The author will investigate a possible application of revenue management in higher 
education in order to determine what would be the best means for private higher 
education organisations to manage c a llc ity  and pricing optimally.
Hence, the author applies a qualitative research approach, which may be more suitable 
for the problem under study and its circumstances. It is based on a case-study design, 
using semi-structured interviews as the primary research method. Given that no 
research has been undertaken in the application of revenue management in for-profit 
education organisations, a qualitative approach permits a better understanding of the 
process, requirements and conditions. The author applies a single case study design 
with embedded units. The embedded units In this case are the different brands within 
the division of hospitality education of the company. Although, it has to be noted that the 
company wants to remain anonymous. Considering potential cases the author has 
focused on for-profit higher education organizations with a special focus on hospitality 
education. Having discussed his research interest, management has approved the use 
of the institution for the study in this case. The author has worked as a lecturer and 
program manager for one of these brands for the last six years and thus, he has access 
to key informants. Hence the author chooses senior members from the academic and 
non-academic side of the unit of analysis in order to gain rich information from decision­
making managers. Appointments will be arranged at times suitable for the interviewees 
in the schools' private meeting rooms, in the headquarters of the shared services, or by 
Skype phone interviews. The interviewees will receive a letter/email of introduction and 
a copy of the questions for their information and preparation in advance. At the 
beginning of each interview the author will inform the interviewees about the purpose of 
the research and about consent. The interviews will be audio-recorded. The average 
length of Interview will be around 30 minutes.
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Copy of standard letter related to the DBA Study
Dear,
; am currently working on my doctdraté w W ^ o ç^ ^ ^ ^ ^ p p !^ ^
management for private higher education.
nlintkfi ^  supporting the above research.
I would kindly ask you for an interview, in order to collect some research material for the 
study.
The purpose of my doctorate is to investigate the possible application of revenue 
management (RM) and its opportunities and obstacles for a for-profit educational 
institution. The main objectives are to identify the main key factors enabling revenue 
management in your organization and any possible barriers and the impact on the 
business environment.
The study will not be only of interest for academics but also for practitioners in the 
industry, giving new Insights in showing opportunities In optimizing revenue and utilizing 
capacity. I would be very grateful if you would participate. The interviews should not 
take longer than 30 - 40 minutes.
The research is entirely anonymous and all information provided will be solely used for 
statistical analysis and academic purposes. Your participation is entirely voluntary and 
all answers are confidential and can in no way be linked to your personal details. Data 
will stored separately and at a secure place, after having finished the DBA studies data 
will be destroyed.
I would like to thank you for your participation and understanding for the above request. 
Yours sincerely 
Detlev Remy
BBA Proaram Manager & Lecturer in Marketing & Revenue Management
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The study has been reviewed and received a favourable opinion from the 
University of Surrey Ethics Committee.
Thank you for taking the time to read this information Sheet
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Appendix C: Sample of Interview A9
* aô,oiS,âdAZ 
t ic f lo v l t :
mL__.
Duration: 0:34:50
Date: 29/08/2012
___
START AUDIO
interviewer: Good momlncüNHWÈNMhanks so much for giving me the
opportunity to interview you regarding my doctoral studies. What Is 
your position in the company?
Respondent: I’m the senior vice president for
worldwide. But that means that all the hospitality universities are 
reporting to me, so that Includes thë # M # course. thaÜ I M t ^  
course and
^ m 0 0000;ohools where we have three s c h o o l^ ^ ^ ^ ^  you 
name It. Anything related to the hospitality division Is mine.
jVf
Interviewer: Thanks so much. How long have you been working for the
company?
Respondent: Since 2005, so that’s eight years now. f t
Interviewer Have you always worked in education?
Stic.
v tV  ^  c ta /o - l  csq f 0v i oa.
\  Vc 
Re*-
"Y
j - i ,  1 i™/, S„  « „
C O -p & y  fn  A p *-1  cl(jA2,
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Respondent; Never. No, my background and my roots are In the world of 
hospitality. My background Is actually -1 studied tourism and 
marketing and finance so to your next question, what Is my highest 
academic qualification, Is I did my University degrees ln# R B % and A-Wcyj 
then I finished my masters ]
a n d C ::£ « ÿ^8 li^Ç j^M ^*jL o n d d n , United
Kingdom.
Interviewer: And what is it you are selling?#
Respondent: ' : Educatiorif Yes, interesting, what are we selling? I think we’re
r selling International job opportunities' or careers for students who 
want to have an International career in what I call the international# 
jworld of hospitality So that Is broader than just where we started 
probably 10 years ago in hotels, for me It's wider. It has to do with 
the hospitality events, It could be In [FNB 0:01:58], It coyld be in- 
cruising, it could be in themes, it could be in facilities, It could be In 
service Industry related, it could be in luxury goods; So the palette; 
is widerthan just hotel or hotel management.
Pv.U:
C a + c c *-)
Intendewer: Okay. What areyqur^etmarkets^
Respondent: i Anybody who'd love to have â career in hospitality1 and can afford to 
, pay fqr quality educatiptpSo that could be five students from 
Kazakhstap^ it-gtfuid be 100 students from France, I have not 
defined that. But I say we afe lnternatlonalf global, so It's about 
[international students \vho_want to study Internationally for an #
Î-1C Û -7C
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International career. jVoUjsee^ hd repeatof ihe word International?,/
We’re not a domestic school: we're not serving domestic markets, tuy
we're not a tocatlonal lrimmg school; there are many others that V*.rv<..ty «f|te 
supply that In the market.
interviewer. Okay. What are you doing to attract them?,'The target markets?
Respondent: I think it's al| come back to reputation, that’s the only thing;.- vcpvW l.y?
Because you can ask yourself the question, you’re going to buy a 
new car and then it’s that what would I be doing to sell you the new 
car. First of all there are methodologies to find out that you need a 
new car because your old one is broken, you had an accident or 
now suddenly you have the money. We do know that there are 
young people,tvho Rave a need in education because they are 17,
18 years old but.for them'to find jhêm irr thisglbba! ehvirohme,rit Is > .
you need a flashlight to spot and target on/So you can’t. The only - '
thing you can do Is build on your reputation? whenever these young ^  u/e-^
Idds are looking for study In this field, that they realise that we are 
one of the providers anti We.fif in their profile and that we give the 
; quakty and the type of education which meets their expectations. «jùoJ.'y 
, Many of them could.say no because they won’t want to leave thclr*
'home country br it Is financially not achievable,- h v iii- î-
 ^ _*r "  /  >), * ' ^  1
So there is an automatic selection process M’hore you then have 1 -
the category w ho are the potentially your target marker, w hat you 
w ant to do then Is basically give them  Information about the quality «jySWi, 
lexperiQnce.iAnd that there is som ewhere which allows them to get 
«to the irdream .w hic ius  tough because their dream s change. I think j v r e - , '  
when you ask  the student vvhen they apply to  us and when you ask :
3
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interviewer:
Respondent:
{them when they leave us, there’s a difference'; because they have
learnt on the job a lot and I thinjr that is the beauty of it. ? Jext,Vi
Okay. What are you doing f p ; ^  dudng periods of
low demand?
‘*'4
Well 1 think you try to be -well, low periods of demand you need to
f redefine Because technically we have been in a growing demand ‘ « „ . ,
; . / A  'y < e < E i ir c  r-» « l e i - j
market for ever and ever and ever. So we have been beating our J  ^ ^
targets every year. The only thing is that we are Influenced by ? g * ^ ,
situations which are outside our control; I will give you some
examples. A couple of years ago you had bird flu or SARS that f j V cU ^ 4  4
made people less flexible to travel, so whilst you want students r ^  ^  C£û ^
from Vietnam or Indonesia, they were not able to travel because u V  1,^  , { ,/»
there was sort of a travel restriction.
If you take thè financial s[tuatioryv/hich Is now say, gone for these 
last three years, the strength of the Swiss franc, I don’t influence 
that because I pay your salary In Swiss francs, I get my tuition in 
Swiss francs, so that doesn’t happen. But from the parent who lives
abroad to pay In Swiss francs versus the rouble or the [0:06:08] " . ' : '
or the peso or the Euro has changed dramatically. . ;
So what you try to do is stimulate demand I would say and you can ft É&ZL a-,
probably the revenue management by oiïering'morè iibera|? . ... v
scholarships, student foans, paymentplaps-er^gdenHiiw^ " C‘
think that’s the only thing mumVou can’t compromise on your 
i- tuitiog, you can’t say, "weWve you more tuition or less tuition^  
because you know It’s requiaW-byjhe— so^emriifnm^nr your 
1,4 ly
(U it s-; h P;y
Interviewer
degree Is your degree Is your degree. But you can take some
imer side' you need to Be careful because part of our 
dudienqe is high class-Well paid, veryNortynate people, and for 
them really does It make a difference if they pay 140,000 francs or
145,000 francs. In their rpjndsefs ;hey vydnfthe.best^nd they want 
l/to pay the highest pricÿand they are notteally Influenced So even 
them, If you give them a scholarship-^ a financial incentive they 
mightjbe offended Becausetijejfare so wealthyihat they want to 
ay the top price iSoyduhave to be careful how you play that
Next question, how do ydu han'dle student processes, recruitment, 
enrolment, admissions?
<e2lRespondent: 1 think we hav^dilfèrent model frorn otheruniversities because
most universities In the world have their domestic market. So they 
have the locakreputëtion/ând you have students who apply and are 
selected. We have a networlf of counsellors and I would say that AJdwe-t ^ c  f  RppV
also is/a pre-seiectlon system because anybody who does nèrmeèt** ^  
purjanguage requirements or our application criteria Is weeded out. :
So there’s a pre-selection before they come to us, and then here 
physically oürienrolmentioffice pth the guidance of the academic 
staff have set the criteria. So technically you could say your 
i enrolment acceptance here is 100% because physically they have 
been pre-selected. The only prgumeht you have when somebody
has missed a quarter point or half a point on their, [0:08:33] and «.». c.;
they're not so good In writing but somebody argues they are very ^
good In listening or reading and then you take I would say a ; :
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Interviewer:
Respondent:
i judgement ora discriminatory decision a'hd say "I'll take the ,  -, . , , /  .
t  —  > « « * -  *  •: ^ • V • i  1  e O M 1  C<»t«4y« 3 le y
student." I think that’s the only difference hem compared to a school * I
like, . 4» .iè y.’Siic'
In terms of your school's capacity, how do you determine on It?
Well I think we have three categories; it Is I always say eat, sleep ^
and teach. So your capacity is defined by the number of seats you ^  t -  . ,
have and I tWnk in general any university Including ours use around * /*
80% of their capacity. Why? Because you don't have 100% .
occupancy in your classroom, you know that? You have smaller *
classes. You don't use your classroom from 8 till 6. You have lunch 
breaks, so I think 20% is a good one. And unless you have free zd/ Vo i  * •
access to capital you’re not flexible In where we are located to rent W ^  V y - y
or seize a rent for additional academic space, so you have to build it «4 , *■)
yourself and you don’t want to waste capital so you plan that l Y ‘ • :
carefully over time. So that is In academic space, the teach.  '
On the sleep we are more flexible because you can rent ÿ   ^ • -
Incremental bedrooms or you can stimulate older students or MBA ' P' ^  # cT f*V  - 
students to stay in what we call off campus.
And then eat is a consequence Is both. But they are reasonably ùt-y jp cv tU
flexible because we are in a hospitality management school so you
produce food, so you need somebody to eat. The only thing is you
have to cook more when you have more students and cook less
when you have less students. So that’s a beautiful valuable we
have. You can physically play that number the best, the easiest. ", ;
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Interviewer Okay. What targets do you set according to your capacity?;
Respondent:
Interviewer
We physically want to be over booked, so let me say we want to be ovc-W iei i >
overbooked to be sure that those students we lose during what we ■JW'} 2c>.
call the PP overdue system, so those who have registered
themselves at two universities and we are second choice, that we ^
have a provision for that. So that is one. ' >,
Then you have students who then discover they don’t have the
financial means so they do the down payment and do not pay. And
then the third category of students are those who are homesick,
because don't forget they come from wherever in the world and
suddenly the/re locked up they
leave for personal reasons so you want to accommodate for that so
you use your full academic capacity because your faculty, that's the c u \ ,  "
biggest one. You can’t say to Mr. [0:11:47], "Well we don't hire <fS, J,^, ,y , „ ( e
you this Friday because we have 10 students less," because he
would say, "What’s my alternative?" If he was teaching In London or
Liverpool I could say, "Well you go to somebody else for those 10 ' t " . , % j
hours.” 1 ■ ■ ;
So v/e need to use our full capacity, so there is where we would try j  
to aggressively book. Physically try to be at 100%, that Is the 
perfect... It’s like hotel operations, you try to be as full as you can, 
that's the logic.
Would it be possible to quantify these three categories, PP overdue, 
: second choice students and the homesick ones In terms of 
percentages?
7
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Respondent: Ÿes on average it’s 10%.
interviewer:
Respondent:
Interviewer:
Respondent:
Per intake?
Yes. You lose that number of students because of these ■W i' <>■»
circumstances. It varies a little by season, summer versus winter 
intake and by school, blit I think that is a fair average to take.
How do you describe your competitive environment? >
Changing. You need to realise that if you’re running the Olympics, 
you don’t do the 400 metres -  you don’t run it alone, there's always 
competitors In the other lanes. If your name Is Bolt and you’re 
number one, the question is, how much is the distance between you 
and your nearest competitor! .We’re saying that our schools are the t- 
top three schools in the world; we’re not saying we’re number oné.f 
So there Is a number one, we need to realise that, but we can say 
we’re in the top three. That’s a good statement, but where is * 
number four, five, six, seven, eight and ten? And you know In 
marketing,|il’s'easier tb be a marketing follower than a marketing 
ieâdpf because ydU do -copy anti paste. So to Implement Into the 
market goes much further than you to be innovative.
So I think other schools have an advantage that they can catch up 
faster. So to run the 400 metres you still have to run faster and It Is 
tougher and tougher. And the competition is not anymore in your )
8
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interviewer:
Respondent
existing markets; your competition is now.internationally because ^ . ^ 4 ,4 ^/ ^
why do you now suddenly see a school In let's say Kuala Lumpur or * «y# "««•îM»
Japan or Thailand? Because those markets realised they don’t have 
to fly ali the way to. Switzerland to pay a ton of money here,-but they ^
can do ft for bem ^nd 5^  end s!W deliver p6l4>
J ^ S '% ^ c a tlo n  ehher with or without us. So the whole global w - i j
model has changed where you know Thomas Friedman yes? The = : • • ' 
famous New York Times, best seller, The World Is Flat, and I think ^  ■
the world Is flat works definitely In education,' so the unique, 
exclusive schools will have a tougher battle to preserve their 
position. ■ ' V
Does this competition impact on your pricing decision? If so, how?
I would say no. I think competition Is actually very healthy for 
pricing, because If there's no competition, people might say you’re 
e^xpensive. If the competition has another price point, you can link It ^>11 c ^ci-T,^  wo-t 
Ptovalue end you can tell why you have that particular price point. vc, i. t  o-
You can also compare ft with a restaurant yes? You have one
restaurant In the street and you sell a menu for 25 francs, suddenly : - m
there's an abundance of restaurants In the street and you have 
choice but because you are better you can sell your menu for 30
francs. We aretiow inlhé position that we are price leads? and so ^Vcc , >-» h
you look at v/hat Is the-price perception for the student,#ell that Is èt -
«the quality of the educatloiî as well and secondly It’s the quality o f .^ v £ ) ,y t i^ w £
9 the employment, the alumni strength. And you need to take a view c-ylty
whether that is worth the money or not. ■
9
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interviewer:
Respondent:
Interviewer:
Respondent:
Thanks, Are you familiar with revenue management?
What is that? Can you explain that to me?
Revenue management, as I explained in the brief introduction, 
[predict the management, demand base, consumer behaviour, 
capacity, strength In Industries 0:16:16], The point is we talk about 
revenue management as a very original mode! applied to the ___
industry and also ; we see nowadays revenue management
application by other Industries which talk about hospitals, we talk 
about healthcare. So it Is expanding a concept but the basics are 
clearly spotting, monitoring, managing demand base.
Well I can tellyou two accesses on this: One Is the cos,t per' 
f énfoiment^CPE as we call It, where you probably In hotels would
call it ADR or occupancy or [0:16:16], we call It CPE. The cost
per enrolment. Bo what does It cost me to get a/studeht on board? 
And then with the introduction of social media of goigg direct, it’s 
obviously more efficient than using the commission model through 
; an agent network* And then you need to realise, are you working In 
expensive countries like high payroll costs, European markets? Or 
are you working in low cost markets, let’s say Asia, yes? I think you 
get the gist. So that Is one measurement In revenue.
The other one is on the profitability by programme, because you 
can say, yep, we provide education) this Is all great and we look at
the __ , but I think like any other industry, universities now are
looking at the profitability by programme, so you might say you do
10
<^1 — 
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Interviewer:
Respondent:
an intensive English language course and you charge let’s say
14,000 francs for that, versus a hospitality programme where you 
charge 35,000 francs but perhaps you're quite well off to sell 
intensive English because you have one professor which does not 
need a lot of skills, just English teacher, versus a hospitality
programme where you need practical trainers, you need marketing ^
trainers, financial trainers, so you need all kinds of faculty who have
their masters or PhD. And if you then look further on, If you do a
masters programme, what kind of faculty you want, so I think the . • .
profitability by programme or the profitability by seat, the seat the ■
student occupies, or the profitability by academic square metres is a M
total new dimension to us. .
So what we're now doing is we look at CPE, cost per enrolment, 4
and we will look at profitability by programme.,So do we still want to
run a golf programme I t^ ^ M ^ w h lc h  has seven students on the
programme? No. For example. .• .
May I follow up this profitability by programme and your example of
It, In terms of English versus hospitality programme, that Is not___
[0:16:16] programme teaching hospitality to a diploma degree level, 
the length of programme, the continuous flow of revenues versus a 
very short term programme like intensive English? What's your view - 
on this?
It depends. What you can say is you provide teaching to young kids 
so they can drive a car because when they have a license they 
need a car, you’re a car sales man. So If we say we attract a lot of 
students who don't have enough fluency in English so they don't
11
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((ntermption)
Interviewer:
Respondent:
Inten/lewen
need our level we can say you study at home, you learn English, by 
that time they have changed their mind and they go fishing Or you /  juy 
’ tiring them here, they study English and their commitment to 1 -IW r •> ilts.l ;
, continue in your study is then much "better, which is much better.^
So it could be a marketing technique. Actually, cost per enrolment 
you could promote -  go back to demand , and space, if you have 
space available in your universities you might fill it with that, Sptee u-trio-ko-r 3/  
another way of revenue management is that you say, "Well I don't . ‘
want to teach year one and two because that Is too basic, so I ‘
outsource that and I let these students be trained lnW S B #0^)r in bv-U cvc-^
# M # R n d  when they have their first two years you bring them to *:
Switzerland because the profitability on degree completion is much 1
higher and because Switzerland Is a high cost market, you bring 
them here. You see the logic? So your profitability is influenced, so 
you have various models. Your question was how you manipulate 
demand: will this is the way to manipulate demand. You want 
always to be at 100%.
Good, so we go to the next question, do you monitor and analyse tv tit ^ - * 2 .  
the total number of applications?
Yes, to death. Every week. You can over analyse and I think we do 
a lot of analysis and sometimes you need to ask yourself the 
question, what is the ultimate benefit of doing that? f
What would be the ultimate benefit of this?
12
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Respondent:
Interviewer:
Respondent:
interviewer:
Prepianning, prediction of future trends so we can be sharper oh 
retention rates. I think that Is the biggest benefit of it, so you can 
better forecast and predict 'your new enrolments, because 
everything Is linked to new enrolments, that is the engine of the 
machine.
Thanks so much. Do you investigate why applicants who were 
offered a place do not choose to study here?
Yes. We do a number of researches, we do research whilst Ae,
students have done their application process and that Is like the ‘
reason why they've chosen hospitality, how they came to know our
school, for example what of the competitors they’ve visited and
what was the reason why they have not selected whatever. So
that’s one important point of it. The other one is the piece of
research we are doing whilst they are at our schools, we call that . ,
physically an ___ [0:23:06] and ^student, satisfaction scor> and
now new we have a study three months after completion, after their
graduation, but within^ ^ ^ f e ve're now doing, that .six months’
, Vqfjèr. graduationjand whafvre want to know Is are they satisfied with 
the study they’ve chosen, have they got a job they were dreaming 
about, how they are being paid and how do they see further 
education and further career development? There is a number of 
steps to see how satisfied they are about their choice.
My next question, are you aware of overbooking?
13
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Respondent:
Interviewer:
Respondent:
Yes. Technically we never reject a student so we always create a 
place for them to study but that Is linked to very carefully 
manipulating demand so you’re always full. But sometimes you are 
a couple of students over because you know you will lose s tuden ts*^ ,,) 
during the intake track so you manipulate that. So what you do is 
you book additional hotel accommodation'or you have one or two 
students extra in a class, but that problem resolves very shortly, 
mostly In the first three weeks. It’s never during a whole semester.
And you can always see that when we create an October intake -  
because we know there is a demand halfway for which you can 
attract 30 or 40 students without any pain. The question Is do you 
call It overbooking or do you call It what we say have [no numerous 
clauses 0:24:40] or numerous fixes, which many universities have, 
like Lausanne, they only take 340 students. W.e basically say if you 
want to apply, you meetour criteria;We give you the study. See the 
fMetsnceiïsf
You already answered this case, also the implementation of
overbooking, you said October intake, deferring students to other , ,
Intakes. v
Plus you can manipulate, you can send students to an internship or 
you can ask them to defer Internships; so by that you can move the 
flow of your students: And that’s why earlier starting the analysis of 
your numbers Is important so you can predict better. Because we’re 
always heavily booked In summer and less booked In winter, so 
you try to balance that out by the summer Intake -  you want to
14
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Interviewer:
Respondent:
interviewer:
Respondent:
defer [0:25:37] so they come back in January, so you flatten Oc-, i
your peaks, you understand? So that is the way you do It.
What do you do with your excess applications?
There are really no excess applications, what you do have is «•> "
applications of students who are not ready yet because they’re not tA r - c
ready for the age criteria or they -  I think they have visa Issues,
they can’t meet the intake because the process to get a visa takes +/ U •• ,
too long, so that Is where you do accept them pending their visa but
you move them. Or you have students who lack practical 3
experience so you say, "Why don’t you go and work a tittle bit 
before you apply?” Thinking about MBA students, PhD students or 
direct entry students we say, "If you have more practical 
experience, it’s easier to join the programme.” So if you call that ! , 
excess applications, that Is what It will be.
And how do you know If you’re doing well financially?
If I look at my salary cheque every month and my bank account 
tells me the money is in. No, the real answer Is that -  It’s a tough - ^  
question because we’re private for profit so we have targets and j
you can ask yourself v/hat Is the ultimate position you want to be 
where you produce relevant return for the stakeholders In the rcj 
business and you can still do your Investment, you can do your 
quality experience to students, staff, faculty and all the 
stakeholders. I think that’s why you hire managers; they need to
15
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interviewer:
Respondent:
Interviewer
Respondent:
have that feel that what is in here is balanced. So you know how far 
you can jump or how high you can jump or how fast you can run.
You know yourself how fast you can go. I mean I go back to Mr.
Bolt; is he at the end of his career or will he run faster next year?
He probably does. And we all know we have been a linear positive ^  ^ ^  ^  , 
growth in the year, so if we can maintain that, that is good.
And how do you measure a good year?
By physically achieving first of all your budget, secondly your 1 ) . ^
targets and thirdly by having paid out your bonus, it's a motivational 
business, so If you get your bonus you know you have a great year. v; *""/ •
Everybody Is motivated at the end of the day by a financial reward, 
whatever you say, you need money to live.
IVIf | go further on this question of how do you measure a good year, 
let's say how do vou measure a good year (010 0 0 0 # For this %
rmsA study of Le Roche, what would be a good year fop N N M M #  » -y
I would say it would perform between 22 and 26%. Your next
question could be, but you’re not measuring that In graduation and
   [0:28:48], no I don't That for me is a non-discussabie item. t.
Yoti need,to graduate students because otherwise you don't sell ,u t,
.the productySo If I say a good year is we graduated 80% of the > ; \  .
students bût we didn't make any money; that's crap: We talk about 1T  
f reputation; /reputation is built on graduations and about job 
' applicàllôrji All those things have to be in place. So technically you
16
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have 12 points of measurement of which you can say is a good ^  uv„ ,  
year, which is your MPS, your graduation level, your employment
level, what is your [0:29:27], what is your total enrolment, you
understand? There's plenty of points you can do. Ultimately your 
question is how do you know you're doing well financially? Well, 
technically you have reached your targets. How do you measure a ; 
good year? You get your bonus, Because all of that__ >
ï
i
Interviewer: Regarding these measurements, these 12 or whatever, are there
also measurements for example to have a certain percentage of 
drop out rate?
Respondent: Yes.
Interviewer: How about students pay back their student loans, Is this also a ' ;
performance indicator?
Respondent: Yes. All the schools are measured on that and that Is good because
you can have some Insight on It, but that Is outside your Interview, B
Interviewer: ___ [0:30:23]. The final question for you would be now having ^  %% ‘
assessed these issues, could you possibly imagine that we see • X 
once In the future over the next years an application of revenue ,
management practice in higher education  education? Could
you Imagine this?
Respondent: Yes, of course. Why not?
Interviewer:
Respondent:
You're not supposed to answer this question but the case would be 
always to have one class of 25 students and three of pay the full 
tuition fee, others get scholarships, and even when they come from 
the same country like they come from Switzerland, one is paying 
50% less tuition fee for whatever reason than the other one. So ; 
people are paying several prices for their degree.
Yes, I think that is happening and will happen. Actually in the model 
we’re developing at the moment, we’re talking about price bundling. ,
So let me expand a little bit on it  You can take the model you just 7 
explained  ^first of all you come to Switzeriandtand you will pay a 
, price. The second thing could be this price you pay is a different 
.price you pay In Sweden and you’d pay in Mexico, so that Is one.
The second approach you need to take, If you want to do $
oebbundiinaj aeobundlina I call that, so vou want to studv#0B8B& ■ •
iÉ #& m üou startTrrp r t lÉ M b  then vou go to #»§§fearid vou .. 
finish your degree back In ^ ^ p ^ ^p D r you start In Australia at an #
Australian price and you finish In^ ^ g g g ^ t an American price. I 4S,, n*» / u - r - t i  
think those models are possible.
So you have two options, ,one you have within a school different^
I price polnt|, the second one you can have a # # # # m @eqreé. not 
only Swiss based but based on a geographical component/which 
i lowers your price because you pay for,your.Swiss years, and you 
pay for your ###% /ea rS  or yourC^BJ^Shrs? So you can
18
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decide, that's quite interesting, what type of experience you want 
and what Is the money you want to pay.
Interviewer: So If I take an example with geobundling and let’s take an
ÆÊÊÊÊBÈ, school which is maybe at a lower price point, gives me 
the option say in the fourth year to switch to Switzerland?
Respondent: Or in the second year or in the third year or the second and third
year, if you talk about geobundling you talk about thé acceptance of/ 
i credits so you can do any combination as long as the jigsaw pieces ; 
îfitj And by that you create different price points; *
Interviewer; Yes. I see it just from my perspective, my knowledge, part of —  
[0:33:14] process, you have a right to go to any university which are 
part of, but we are not__ .
Respondent: -We are American; So you need to think what is interesting when
opening a school - lr|||§§ |P ifh lch  will be a   faccie'diled school, ,Wt,
you can physically study ln # B 5#B orvou can study In Switzerland, 
f And you can study In S w Itz e rta n d ^ N M ^ n d ^ ^ g g  wow, end
; still oa? vourÉÊÊSSareeî But your price points or you just ^ ,
want the Swiss experience. I think that is the Interesting part of 
/geobundh'ngl But beyond - your thing is that-. you might havo 
students In a class who pay different prices as well which happens 
already.
19
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Interviewer: Okay, thanks so much.
Respondent'
Interviewer:
I just want to show you this. These are your 12 points which Is the K g  a* r W v ->
 [0:34:06], so you asked about measurements. So you look -
Internal and you look measure to manage and planning for the -
future and you give It 2011, 2012 and 2017. So an advisory board, 
employability, active government relations, MPS, graduation rate
which Is  , retention rate, , claims and rankings, profitability,
innovation index, internationality index, student satisfaction, online 
working and bills, campus master plan and accreditation. So you 
have 12 points to your question how do you measure success.
That's your answer. That was my last comment for you.
Thanks so much for this.
END AUDIO 
www.uktranscrlption.com
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Sémî-structüred Interview
on the application of Revenue Managemen 
in Higher Education
The purpose of this research is to investigate the application of Revenue Management in Higher 
Education and its opportunities and barriers in the context of a case study of a Higher Education 
organization.
Revenue Management can be defined as "predicting and managing demand-based consumer 
behaviour for capacity-constrained industries via integrated pricing and Inventory allocation 
strategies and the use of information systems in order to maximise profits"
Therefore, the aims and objectives of this study are to identify the conditions necessary for the 
application of Revenue Management.
Please find attached a confidentiality agreement which we.would like you to kindly sign to 
ensure your anonymity.
Demographics
Q uestion!
: What isydur position In h e  4 ^  * .1 * .
Question 2.
How long have W  
Question 3.
Have you always worked in education? (5 4 ^
Question 4,
What is your highest academic qualification?
Marketing 
Question 5.
What is it that you are selling? ur-x^ ^ \ „ r UXjy
Question 6 .
What are your target markets?
Question 7.
What are you doing to attract them? | V . \  ^  4  C Aw.
4  Co ^  tS o V
320 © Detlev
Question 8* s nT ) ^ 4 ^ ■ S ' -^ <^* ^
What are you doing to attract prospective during low periods of demand? (internal; is 
there anything special planned to  attract these prospective?) 4 »  /v c  v  ?4 w  L
Questions. ^ o w , - J 4 -  !.<VJ pf**
How do you handle student processes (recruitment, enrolment, admissions etc)?
(Internal: how is your organisational structure to deal with these procedures?) Z110 - . ; .
A,c)<*5  *t. 'BC-y4<s.c-)<trx^i,«'> -tOO/.
Question 10. i  /  '  1 7
In terms of your schools' capacity, how do you determine it? (internal: by physical 
infrastructure such as classrooms, and/or by hum an factors, such as  teachers o r class size, or both? 
v 5  » ) < « • •  4 « v i t  4 .  A / t  e ?  " C
11* 4" Gtà»,-e-.*. *^><v>rir, -vc~4Question
What targets do you aœolxiina to ^durcapacity?4'^îi/Bo)- v w  ç tc > - r * > c  
V o o lJ )  4 -  Ù  X t i v t , -  4 »  4 -V 4 : o -  t
Question 12. «soc-i-c j *l- Su—< - s - ( Q y .
How do you describe your competitive environment? (internal: does this competition Im pact on  
your pricing decision, if so, how?) c h a - v — l c T . h 3  - ( « - « .  f s  ^*^>^0 ♦ O 1 / * .Nl
R e v e n u e  M a n a g e m e n t 2. ,^  , t  t«. ?■*»«, v f |V>t V * * '  • '
/ - t aDv !>-?« I .
Question 13. à
Are you familiar with Revenue M a n a g e m e n t ? y Z C r  £
«f 444v IV»-A -  M
Question 14, ^
How do you manage your demand?
Question IS.
Do you monitor and analyse the total number of applications? «'•"■y
* Oufc1-
Question 16, ^«.x<c, >|_. ‘■ ^  t—
Do you investigate why applicants who are offered a place do not choose to study 
here? (Internal: how  do you react on those?) Sc,~ c
Question 17.
l v Çÿt-O
_ (x-j,
fa-0
«,—> •4v.4i*~ •
ccc. 
i .  èx'C
C q U  ^  *
3^4 ùc !
VQ-T.à J'-—l'­
Are you aware of overbooking? U w t 
Question 18.
. j e Vj <3 -> i- â. fy
How do you implement any overbooking?
fi6w >
a.
Question 19.
What do you do mth y w r excess applications? fJo cxt( ,> / Vl)<
Question 20.
How do you know if you are doing well financially? jL }
Question 21;
How do you measure a good year?
Tex t
'  . 4. 3
x  rt p.(. s-i. eonrr)
a.4.^ .T>
V 3 .
? v . | .U s | 4 "  3< «-T
d  i  *
\0 - 1 2  \  
VnM v»£)
yt»»
M . £ )  è ^ \ r ^ 
3y
4-.» a.a*
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UNIVERSITY OF
Consent Form (Applying a Theoretical Model of Revenue Management in For-Profit 
Education Organisations)
•  ; the undersigned voluntarily agree to  take part In the study on Applying a theoretical Model of Revenue
Management In For-Protit Education Orgonlsadons,
•  I have read and understood the Information Sheet provided. I have been given a  full explanation by the 
.Investigators o f the nature, purpose,' location and likely duration o f the study, and of w hat I will be expected 
to do. 1 have been advised about any discomfort. I have been given the opportunity to ask questions 
on all aspects of the study and have understood the advice and Information given as a  result.
•  | understand that all personal data relating to volunteers Is held and processed In the strictest confidence,, and
in accordance with the Data Protection A ct ( 1 9 9 8 ) .
I understand that I am free to withdraw from the study a t  any time without 
and without prejudice.
needing to justify m y decision
I confirm that I have read and understood the above and freely < 
been given adequate time to consider my participation and 
restrictions of the study.
Nam e of volunteer (  BLOCK CAPITALS )
;ent to participating In this study, i have  
i gree to comply with the instructions and
Dale:
Nam e of witness (w here appropriate) ( BLOCK C APITALS)  ................. ................. ...................................
Signed
Date
N am e of researcher/person taking consent (B LO C K  CA P ITA LS )  D E TLE V  R E M Y ... .   .........
Signed^
2 0 1 2 - 0 8 -2 0
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Appendix D: Interview A2
W c  A 2 
D Jc : ^d. OS, ad-yi
U ^ W Z y . . .  A  c  -Ç. v 4 1  e - .  ,  ç t<  c « V «1  j x v t c . . ^ x « i t v v V@m J
EB   » — .. - ,.. ..,
Duration: 0:24:26
Date: 20/08/2012
START AUDIO
interviewer: Okay. |# M 0 K O & O 11 thanks a lot for giving us your time for
the interview, and the interview is about a possible application of 
revenue management in higher education. As already shortly 
briefly explained, the purpose of revenue management I would like 
to step in with the first question which is what is your position in the 
company?
Respondent My position in the company is Director of Academic Affairs.
Interviewer: Thanks so much. How long have you been working for the
company?
Respondent: For the company 14 years.
Interviewer: 14 years thanks so much.
Respondent: Yes.
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Interviewer:
Respondent:
Interviewer:
Respondent
Interviewe:
Respondent:
interviewer.
Respondent:
Interviewer:
Have you always worked in education?
No I spent the first 10 years of my working life working in hotels, in 
hospitality in the UK. And then I, then in 19851 started teaching in 
the UK, in then I’ve been
working in education since 1985.
Thanks so much. What is your highest academic qualification?
MBA.
MBA. Thanks so much. Okay we come to..
Can I...?
Please add.
Noifsol®^
Marketing question number five, what are you selling?
IIP
4 'fP
* P  j  ...
'■y:’
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Respondent:
PRdX/cT
What are wepelîîng? I'm not sure if I’msdling anything in my role;
I think I'nyproviding education. I don’t^ee myself as somebody 
who seils^ucation, I think thatjarfiproviding education to y .  / Q ^  c
students who choose to come toi
Interviewer Yes.
Respondent
M
I think that’s how I see it  I mean I could say that I'm selling a 
programme of education but that means that, to me that implies 
that a student comes here, pays their money and gets a degree.
But of course it's not because they are actuaiiybuying into a 
system I think a ^ d f^ th e y ’re buying intoHagreeorent. Because 
it’s not only^wre providing something but they also hzwe to provide 
somethingjas well to get the degree at the end oftjjetfstudies. £
I»
G Uc
Interviewer Thanks so much. What are your target markets?
Respondent:
ÀÜV tm
Apr-» C^IV
Well our target markets are, clearly because we are providing a 
degree education, we’re looking for students v/ho are 18 years old ^ 
for our undergraduate programme who have completed 12 years of 
education, have got a required level of English, and basically I think 
because we have an open entry policy in terms of entry on to our 
undergraduate programme. '
So our markets are, I mean if you look at the demographics'of our 
students, I suppose the easiest way to define our markets is that 
certainly probably about 35% of our students come from Asia, 38%
vUhL ■j  < e y  i
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mfrom Europe, about 20% perhaps from Middle Eastern, sorry I beg 
your pardon from North and South America and then sort of the 
balance from the Middle East and then a very small, maybe about 
5% or 6% from-AfricarTfiâfTrealL^so'irîbther words that is our 
target market.
I can’t defifieltas a particular soci-, well I suDpose we could say it’s 
a pafticular social economic.group In,terms of coming from families
Who are probably financially comfortable.6 Unink [0:03:38]
Would say it okay? I think because clearly we are a private 
infifirrrtktn-and most of our studentgdon’t get Government support 
to come here.
<6
Interviewer: Thanks so much. What are you doing to attract them?
Respondent: We are.. .What are we doing to...? Okay so we are positioned as 
probably one of the best hotel schools in the world in terms of 
internSÔnâTîarei^and certainly we publicise that. So basically 
bur reputation is really what brings our students to us.
[ think thatglsoftfnean clearly then through our systems, through 
our network of rads and educational counsellors^ how we would 
then recruit students as such, but that’s not really what you’re 
asking is it? You know you’re asking me what are we doing to 
attract them? I mean do we advertise?
We advertise on the web obviously and clearly we have, we 
monitor very closely the activity on the website. It's okay. And then 
clearly we have a large marketing team who publicise the school as
well and provide materials and so on for, advertising tools and so 
on for our counsellors and rads and so on.
Interviewer.
Respondent:
Yes, thanks so much. And what are you doing to attract 
prospective students during low periods of demand?
Herdwe lookat generating coursesy Okay our low perioosof 
demand really Is because w e ^ g o t two intakes in the year, our low 
penddd&alwaysdhe-daMuary intake. So we're looking at developing 
an Introductory hospitality course to attract students into this period, 
because clearly we have spare capacity during the first semester 
each year.
And so we are at the moment working on a short introductory 
course to hospitality so students can come and get a taste of it. 
They can experience it and then if they like they can then come 
back on to our main programme and carry some credit forward.
De- £ J-^ 4'
Cv e - I  ^tw C o 1 3 
-le : ô
Interviewer: Okay,
Respondent: We look at attracting our local clientele, I beg your pardon, our
local, the residentsjn jhaa iw asn i^in te-ssb^igrfQ r example
we’re tookipg-dfSeveloping a cooking course for local people so 
that we ten also make use of capacity, spare tepagity: And we’re 
looking at, : jrse we look at Twiding services to
businesses in the local area as well and how we can develop that.
- v '
Oi v <4 <
5
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Interviewer:
Respondent:
Interviewer:
Respondent:
interviewer:
Thanks: How do you handle student processes, recruitment, 
enrolment, admissions, etc?
Me personally?
, A r #
From your institution point.
Okay. Well our enrolment management department is ir  ___
and they handle the enrolments for the Swiss schools, for both 
X N g g g d  ourselves in fact. So basically as 1 mentioned earlier 
throughout the world there is a network of regional admissions, 
directors, and also then we have educational counsellors who 
report to them, and they are basically on a commission. ’ "
And so they then hold recruitment fairs around, in major cities, they 
vWt schools to promote # 9 0 0 *  They visit recruitment fairs 
and also other fairs where they can promote # 0 0 0 N 6 o  each
of the rads really within their area is responsible for publicising the 
school and for really pushing for enrolments within these particular
Okay. That brings me to the next question, number 10, in terms of 
your school’s capacity, how do you define, how do you determine 
it?
m i s s i s :
v E ls 1 ’! :
alr
K m  r
■II®
■ -C '
, !
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Respondent:
Interviewer:
Respondent:
Okay. In terms of, because most of our students are residential we 
normally, if we haven't got sufficient beds in school to 
accommodate all our students we can then use spare capacity in 
the resort Üme W Üm we have done
in the past, and which we’re doing at the moment. And also of 
course then the more senior students can live off campus if they 
wish.
cfreaHy accommodation doesn't really, to my view, isM really a 
limiting factor in terms of capacity. What I see as aliipiting factor is^  
dearly the learning areas, so the ciassmgrnsr-Classrooms here are 
des jgned lt^^  designtïftô
seat no more than 32 people, students. And so therefore we have 
ah issue in terms of capacity and the size oTclasses.
Now I don’t think It’s a bad thing, I like having smaller classrooms 
because it means then that I can’t, nobody’s going to try and 
persuade me tn have bio classes, so I’m quite happy with that. But 
thefsothe number of classrooms we have’SntHtje number of 
kitchens and restaurants that we have Is clearly a limitingVactor in 
how big we can get. So I don’t see ourselvesgettipg-müch bigger 
tharvi^OOsEaentS witlTOur cbrrMlhfi^tmcture that we have.
And in case demand would exceed supply, would there be any 
possibility or an opportunity to work on this capacity constraint, 
short term based?
Yes ! mean we are looking, in the short term yes it would be . I 
mean I think there’s always possibilities of using a spare capacity in
7
^  w io f y  
2*."\ X 4c <4, >
. c u t t t ~ *
•  « i
v d e » -  *  . >
6  [Q oAuJ)
j  «rit#
, 2f— 1—^ Y«• je^ .—
329 © Detlev Remy
Interviewer:
Respondent:
Interviewer:
Respondent:
Interviewer::
Respondent
Interviewer:
Respondent
aven't really addressed it but I'm sure :
that...
Accommodation wise or?
Accommodation wise, teaching wise, classroom wise as well 
maybe yes.
To rent extra...?
Perhaps yes.
...facilities for teaching yes?
possibly yes, possibly. I mean I think it’s something that, well it’s 
probably the first way we would explore It anyway you know. But I 
mean we do plan for expansion and we are planning another 
teaching block, but obviously that has to go through a budget, 
approval process etc.
Sorry can you tell me a bit more about...? 
8
;''C
r;i
; y :
L
■■>1"
%,
" :y- >' : .à ,
t - S t  '
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Interviewer: What targets do you set according to your capacity? In which way
you adapt to capacity constraints, in which way do you reflect on 
demand patterns that you plan ahead in terms of capacity?
Respondent Okay well one of the ways we do this deafly is if we look at the
number of students that come into the first year. If we’ve got a big 
intake of students coming into the first year of tfie degree we know 
that they’re going to be coming back the following year and the year 
after and the year after. So therefore it helps us then to plan for the 
future.
So I know that for example we’ve had a good intake this time. And 
I know that this time next year they’ll be coming back into the 
second year, and then the following semester into semester four 
and so on. So we can predict demand that way okay.
Interviewer: Thanks so much. How do you describe your competitive
environment?
Respondent: We are, yes we compete against the local schools. We compete
lu r sister school clearly. We compete against the
Kthedamagggdmmmpc,
us very keen.
They are priced lower than us and their marketingjis very 
t competitor bujkmen 
because of its nature is also limited to th^ntimber of foreign <
students that It can take, it has 50% of its students have to be 
Swiss. And so although there is better development there certainly, 
clearly.;
Interviewer: Does this competition impact on your pricing decision? If so how?
Respondent: I don't, yes it does of course because prices are examined carefully , 
each year, they're reviewed carefully each year. For example in 
the last couple of years, last year, two years I think, we haven’t ? 
decreased:our tuition becabse of the economic environment, 
because of competitors as well/ So it does have an impact 
certainly.
Co-p. j;
Butalsowe are also seen, we want to prizeBürselvês as a 
'premium product because that, I don’t like to use the word product, 
but you know asa premium educational establishment. So we are
Pvt»lî v1-» ; t
fairly...But also if you think about, for examplejf-^ou compare the , M l TV
Lourttiiïion, your
accommodation and the fact that you spend some times on 
internship as well, compared for example to the UK where tuition 
has been introduced now. We're starting to compare quite 
favourably to somebody who’s going to university in the UK for 
example.
Interviewer Okay. That brings us to the next section, are you familiar with 
revenue management concept?
Respondent:
Interviewer:
Respondent:
Interviewer:
Respondent:
Interviewer:
Respondent:
Yes of course, yes I am familiar with the concept. I think I ,
understand the concept of it yes.
Thanks so much. How do you manage your demand? '
In me in my role?
In your role clearly but also of course from the viewpoint o^ f :  ; >'
demand patterns. As you said you have two intakes in . ' '
January, in winter and summer, and demand is not always the 
same every semester so how do you manage with...?
We try and smooth it out. We have, well I have never in my Dc- 2  j û ^
take any more students. So are we managing our demand then 
because we can always take more students.
Yes for sure. Amount of flexibility and you act on this with different 
means?
Yes sure. So I guess like what I was saying earlier about
introducing more variety of courses for example so we can attract * cown j
more people into the quieter periods. For example we also have an
arrangement w lth ^ N U B p N B B ^ere their students come here tv  c u T ^ e »
11 .
experience here, in ail my time here have never
got to the stage where we havegot, whaTewenave said we can't y . ) .
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Interviewer
Respondent:
Interviewer:
Respondent:
Interviewer:
Respondent:
Interviewer:
also during the final semester, sorry during the first semester of the 
year.
So we have introduced an October intake for our students which 
goes from midterm in semester two and they finish in midterm the 
following semester. And then th e ^ N M g le n ts  come so thafe 
really also tends to smooth out into a bit of the demand.
Okay. Do you monitor and analyse the total number of 
applications?
itm. Z' .
% ■‘ yvirc
f-r
v ,-V>;■ > '
Yes they are monitored and analysed and they are followed up on 
and so all applications are followed up on.
Okay. Do you investigate why applicants who were offered a place 
do not choose to study here?
Yes they do that yes, I don't but they do that I f  C- ^  -7n EMD.
If you say they you mean?
Enrolment management department
Enrolment management department, thanks so much.
' - ■ : -
: I
12
|
I
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Respondent:
Interviewer:
Respondent:
interviewer:
Respondent:
Interviewer;
Respondent:
interviewer.
t
because it's mom expensive lh«elo,= the/ve gone somewhere 
cheaper. And that's usually the more common .mason.
Okay thanks so much. Are you aware of overbooking?
No.
Overbooking the practice especially (or [0:16:28] where...?
Sorry within hosp-, I'm sorry I thoughL.yes of course.
is realised in education? Is it applied or it’s not an issue for 
education industry?
I think it depends on, ! don't know really. Here no we don’t ^  :
overbook because we always have capacity, we can always take 
students. i :
Good.
13
fiv ,Jc.
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Respondent:
interviewer:
Respondent
Interviewer:
Respondent
interviewer:
Respondent:
But in other institutions, like in state universities and so on, I am not 
sure because again, in my experience in the UK was that clearly 
sometimes student numbers would be capped; and in fact if you 
went over that number you were penalised. So there was always a 
disincentive to overbook in case everybody turned up if you know 
what I mean.
In which case question 18 is not to answer, how do you implement 
any overbooking? As you say you don't have overbooking—  
[0:17:42]
• -
- - '-if V,b
,  .. w'b-tbÿÿ ... :
We don’t really have overbooking.
You can satisfy demand actually..
Yes.
y p S 'S
Okay. Question 19 what do you do with your excess applications?
The ones that are overbooked?
- - r-
b S
14
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interviewer
Respondent:
Interviewer
Respondent:
The ones which are there but they cannot get in due to your 
capacity constraints, whatever. It's not realty a question of 
overbooking, it's maybe overlapped with this. You offered or you 
have already mentioned this that you might think or you think what 
additional intakes?
Yes I guess if we had, 1 mean I guess probably one of the reasons 
why sometimes students won't come here is for financial reasons. 
So they wouldn’t necessarily come this semester but they may 
defer to another semester, and that happens quite often actually.
In terms of the excess applications though okay we would probably, 
if we couldn't accommodate students then we would refer them to 
our sister school, jU H W bbablv so that they would stay within the 
company as opposed to, within this institution.
Yes, thanks so much. We’re come already close to the end, how 
do you know if you are doing well financially?
Because I get told if I’m not. How do I? Because I get monthly 
PNOs for my department and so, clearly that’s all to do with cost 
saving and then we meet with Sonia on a monthly, well we have a 
financial meeting on a monthly basis to discuss how the school in 
general is performing. So that's really, so we get constant updates 
on how we’re performing, on a monthly basis.
Interviewer
Respondent:
Interviewer
Respondent:
Yes. That means for your department, as Director of Academic 
Affairs, it's not linked to any targets, student numbers per intake, 
faculty numbers, certain ratios. Do you have any key performance 
Indicators for your department academics, or academic?
Okay. I keep KPIs for the academic department but I’m not
measured against those. So I want to know what the SSR is, what
the student staff ratio is, I want to know. So obviously I keep those
and the/re always around about 90 to 20 to i.  Then obviously the
other way we measure cleariy is we are, we’ve got a target for each
semester and In terms of the number of students, overall number of
students and then that’s broken down to programme. -
v.’ èo'"». I»-:-hN6 rnn'O
And then dearly our budget is made up from the target students, 
the target number of students for each semester. So in terms of my 
number of faculty no, I mean the way we plan faculty here is we 
look at the number of classes we have and then we know what the 
faculty hours are. And then we look to see have we got special 
faculty to teach these classes or what do we need to do? Do we 
need to provide new teachers or do we need to get, to pay overtime 
sometimes?
Question number 21, tire last question. How do you measure a 
good year?
How do I measure a good year? I measure a good year by the 
graduation, by the number of students that graduate and pass, who 
are successful. By the number of students who get jobs. By the
16
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student satisfaction surveys that we complete. To me that’s ?■>, . ■ ■ > , '
'J'n t , i.
important because my role is to provide, or I’m responsible overall I » .
guess for providing the education to students.
And finally of course obviously a good year then if we have : - j: : v
financially made our targets also. But for me I mean it’s the student
experience, that the students had a good experience and if they've
got good positions out of it is really for me what’s important. But
clearly also, I mean I also look at the bottom line at the end of each
month, each quarter, each half year. is , ,
Interviewer: Out of thls^ ^ B ÿ more than a final question, a kind of concluding
question, being aware of a practice of revenue management
outlines and___ [0:22:24] and clearly pricing according to different
demand patterns, and also willingness of individual customers to 
pay a certain price fora product, would you think that you will see 
ones, a kind of revenue management application In the higher 
education Industry?
Respondent: /j^em onally thinkthàfît would be difficult, IjtfiTrilMmean I think
when I look at hotels, airlines and soprrfou’re lookirwor short, | 
youT^ooimgjora^meiSTrexpense for a short period oj time. 
Students who come here usually are here for at leastf/yearpr 
longer, and I think that is going to make it difficulbtdimplement 
within the education.
AndlfnS row that clearly Say perhaps you could say we
do operate some sort of, whether it’s a revenue management or not 
or is it enrolment management whereby students who are, perhaps 
not so well financially or not so financially well off where we offer
17
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Interviewer:
Respondent:
interviewer::
Respondent
Interviewer:
Respondent:
scholarshios. And that probably isn't revenue management r< lyis "3  
it, it’s just gi^tnga...
I'm not supposed to comment on this at this stage.
No you’re not no but you know what I mean.
Clearly it’s a kind of differentiation process already.
-i-W
Yes it is isn’t it. ButjjpDw-thatlrrtt le-past-where-wolyejaken a 
new group of^tûdents coming from another Institution in a n b to  
part of tire world, the continent, from the Americas where they vrore 
taken ran to the final year of the degree at a very reduced rate. Anl 
it created a lot of concern among students who have spent a lot/% 
moneyVoming here and ___ [0:24:18] at the same time.
i f f : ® : , :  
 ..
...
Perfect, thanks so much for this.
Pleasure, thank you. I hope that was helpful.
END AUDIO 
www.uktranscription.com
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Semi-structured interview 
on the application of Revenue Management 
in Higher Education
The purpose of this research is to investigate the application of Revenue Management in Higher 
Education and its opportunities and barriers in the context of a case study of a Higher Education 
organization.
Revenue Management can be defined as “predicting and managing demand-based consumer 
behaviour for capacity-constrained industries via integrated pricing and inventory allocation 
strategies and the use of information systems in order to maximise profits?
Therefore, the aims and objectives of this study are to identify the conditions necessary for the 
application of Revenue Management;
Please find attached a confidentiality agreement v/hich we would like you to kindly sign to 
ensure your anonymity.
Demographics
Questionl
What is your position in the company? 
Question 2.
Question 3.
Have you always worked in education? p  
Question 4.
What is your highest academic qualification?
Marketing
Question 5.
What is it that you are selling?
Question 6.
jC 'l /poo.,). cW'cT,
What are your target markets? /  2 c •-'<5 r ~ < J v O  / S o c r p -
'  u /  ecu— vc
Question 7.
What are you doing to attract them? ^  ^  t . 4, >
n -■O Gv
<)K-J ' l>
1
341 © Detlev Remy
Question 8.
What are you — *  ---------------- .
there anything special planned to attract these prospective?) .
Questions.
1: is
I j
n -
How do you handle student processes (recruitment, enrolment, admissions etc)?
(internal: how is your organisational structure to deal with these procedures?)
Question 10.  ^ ^
In terms of your schools’ capacity, how do you determine it? (internal: by physical 
infrastructure such as classrooms, and/or by human factors, such as teachers or class size, or both? ^
>V_ r ) - W  àir è , VC J t .Cl. . ^ Ü c è  J < j  jv c  J
Q U a s f l o ^ T ) .
What targets do you set according to your capacity?^ ^  V  v
„ , „  c l“ ,v r '
Question 12. r u /
How do you describe your competitive environment? (internal: does this competition impact on
your pricing decision, if so, how?) Q6i  * ^ « q .  k i  U A  
Revenue Management < ro- j ^ a ^
Question 13.
Are you familiar with Revenue Management?
Question 14.
How do you manage your demand? Q  rvo j  ^  4
Question 15.
Que.
y f  fou-n
OFM coU.Jc~)-.v
A A 6 ••’i A «-> 4 ■ *14')
Question 16.
Do you investigate why applicants who are offered a place do not choose to study 
here? (internal: how do you react on those?)
QuestionQT.
Are you aware of overbooking? j V o  .
Question 18.
How do you implement any overbooking?
Questioj'fl^
What do you do with your excess applications? [ j ,  ^  j7| 0^  
Question 20.
How do you know if you are doing well financially? . j  ( P
Question 21.
How do you measure a good year?
t o-)
r i-------  .
y  Je c cu,kj c  
4/■> c pc—' c
vCO~J ^ r . f )
U j  ^ >Vr))^ ,cx(:
,—4—* G
'«va£, nu -5"
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Consent Form [Applying a  
Education Organisations)
I th e  undersigned voluntarily ag ree  to  take  part in the  study on ..............................
on  e ll aspects o f  the study and have understood the advice and  in fom ta lon  g,ven a s  a  result.
I understand tha t a ll personal data  relating to  volunteers Is held a nd  processed In the  shtalest confidence, and  
In accordance w ith th e  D ata  Protection A ct ( 1 9 9 8 ) .
, understand that I am  free  to  w ithdraw  f ro m  the  study a t  any  tim e  « ith o u , needing to  ju s t» ,  m y decision  
and w ithout prejudice.
restrictions of the study.
N a m e  o f volunteer (B L O C K  C A P IT A L S )
S igned
D a te
N a m e  o f witness (w h e re  a ppropria te ) (B L O C K  C A P IT A L S )
N a m e  o f researcher/person taking consent ( B L O C K  C A P IT A L S ) D E T L E V  R E M Y ...
Date;
2012- 08-10
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Appendix H:Case Study Protocol
Case Study Protocol
This case study protocol serves as an instrument to guideline the research process 
of the investigation of a revenue management application to for-profit higher 
education, especially to hospitality education. The case study protocol outlines the 
research objectives, topics being investigated, the field procedures such as gaining 
access to the unit of analysis and the embedded units, sources of information and 
timetable of data collection activities. Moreover, it incorporates the case study 
questions based on a semi-structured interview and a guide for the case study report 
in order to formulate the outline and report the findings.
Research Objectives:
To investigate the possible application of revenue management in for-profit higher 
education, in special with focus on hospitality education, using a single case study 
approach with embedded units.
Topics being investigated:
The research objectives are the following:
- To establish the key characteristics and conditions for revenue management,
- To establish the characteristics of for-profit higher education that relate to 
revenue management,
- To examine the extent to which revenue management can be applied to for 
profit-higher education and the implications for the management of capacity 
and pricing.
Field Procedures:
Firstly, a draft for the semi-structured interviews has been developed (regarding the 
Interview Protocol - see appendix A), and a pilot conducted. Secondly, the 
participants from different hierarchical levels of the for-profit education provider were 
approached and asked to be part of the research. Once voluntary agreement was 
given, a schedule was prepared and the interviews were approved by both parties. 
Permission to tape record the interviews and informed consent forms were mutually 
agreed. Moreover a separate was prepared to store audio-recorded interviews and 
company documentation to both ensure anonymity and confidentiality.
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Unit of Analysis and Embedded Units:
The unit of analysis are individuals at different hierarchical levels working for a major 
provider of hospitality education, operating worldwide. The company itself has been 
listed on the stock market and has several divisions within its higher education 
business, inter alia offering online education. The division within the company of 
interest is hospitality education; represented by five different brands/embedded units, 
mostly operating in Europe, Australia and America.
Sources of Information:
Primary data were collected via semi-structured interviews with different hierarchical 
levels of management of a for-profit hospitality education provider; secondary data 
via review of company documentation.
Timetable:
The research process and implementation has been developed and described in the 
methodology. Furthermore, after approaching the potential respondents, timetables 
were provided at their convenience. The interviews took place according to the 
schedule presented in table 11.
Case Study Questions:
Case study questions can be found in Appendix A (Interview Protocol), and have 
been developed derived from the existing research on revenue management and 
higher education. The key themes are as follows: the nature of the product, market 
strategies and operational issues and demand management which have derived from 
the literature on revenue management.
353 © Detlev Remy
Appendix I: List of Company Documents
1. Company's division web pages, displaying information about the different 
hospitality programs, and brands within this division
2. Brand web pages, displaying information about the brand, programs, campus and 
facilities, enrolment and admission and fee structure, including virtual tours of the 
campus
3. Marketing material, from each brand, such as leaflets, brochures, flyers, indicating 
the different program offerings, and admissions and enrolment requirements
4. Marketing material for educational councilors, (displaying the unique features of 
each brand such as employability, small class sizes, top rankings, cultural diversity
5. Price lists from each brand, indicating financial overview per program and 
semester, terms and conditions, general information about payment/installment 
plans, and health and insurance information
6. Scholarship information for prospective students from each brand, indicating how 
to receive financial aid and terms and conditions, i.e. hotelier background, or merit- 
based financial support
7. Scholarship information for educational councilors (confidential)
8. Brand capacity utilization statistics, displaying utilization of class room usage 
(Brand 1)
9. Brand Strategic Plan (Brand 1 -  confidential)
10. Press releases from division and brands, informing about growth strategy, new 
program developments and campus openings
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